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LEADING AMERICAN INDUSTRIES 


offer their employees the Payroll Savings Plan for U.S. Savings Bonds 


These are but a few of the leading firms which support the Savings 
Bonds program with more payroll savers than ever before in peacetime. 
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“Four out of five doctors rec- 
ommend...” 


Or: 

“According to an absolutely 

impartial, unbiased, and ob- 

jective survey, we find...” 

Or: 

“Ten thousand satisfied cus- 

tomers tell us that...” 

Ah, testimonials. Ah, surveys. 

Not that we don’t believe in 
them. Not that we aren’t tempted 
ourselves to advertise some of the 
complimentary letters we receive. 

The reason we don’t is simple. 
Our service is only as good as you 
think it is. 

Naturally, we like to think it’s 
the finest you can find, but we'll 
take your opinion—gladly. 

To help you in forming one, 
you might ask our Research De- 
partment for a current review of 
your present investment program. 

Simply list the securities you 
own and the prices you paid, tell 
us something about your over-all 
situation and objectives, and mail 
your letter to the address below. 

We'll see that you get the very 
best answer we can give you, 
without charge or obligation of 
any kind, of course. 

Just address— 


Josern C. QuINN 
Department SF-12 


MERRILL LYNCH, 
PIERCE, 
FENNER & SMITH 


INCORPORATEO 


Members New York Stock Exchange 
and all other Principal Exchange 


70 Pine Street, New York 5, N. Y. 
Offices in 112 Cities 
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TO OGR FRIENDS 
ADD SCBSCRIBERS 


ALi over America, the spirit of Christmas is opening our hearts to our friends 
and neighbors as we gladly join them in creating beauty and good will for the 
entire community. 


That is typically American — for our country was built by men and women 
working together for the common good. In the beginning, there was a continent 
to conquer, rivers to subdue, vast expanses to be made habitable, homes to be 
built — and each one did his work, with everyone taking part. And even as our 
hamlets grew into cities, our tesources and wealth expanded, and our country 
became increasingly great and powerful, the habit of constructive building 
or working together — became the keystone of our success and progress. And, 
the stature of the individual grew with the initiative and resourcefulness 
born of freedom. 


(nd in every crisis, men heard the call to arms, left their farms, laid down 
their tools, and sprang to her defense — so greatly did they love their America. 


Now today — the call goes oul Once More, Not for war... but for the defense 
of the principles and ethics that recognized the welfare of everyman — and 
made our country great. And we must rise to the challenge, to defeat the forces 
of disintegration and special privilege. 

We have experienced even more crucial days and been less prepared, \ 
we have won. We can conquer this crisis also, by honest and objective thinking 
for constructive action in the service of our country is the sure way towards 
success and prosperity for each one of us individually. 


To you, our friends and subscribers, whom we are happy to serve in the year 
ahead, with all our hearts we wish you well in your undertakings and a full 


measure of happine SS and contentment. 
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Cc. G. Wycxorr, Editor-Publisher 


The Trend of Events 


THE TUMULTUOUS WELCOME ... The emotional greet- 
ing of President Eisenhower by literally millions of 
Asiatic people, left no doubt about the faith they 
have in his humanitarianism, his sincere desire and 
striving for peace, and his goodwill toward them. 

It gave food for thought to those whose impression 
regarding the attitude of the Asiatic people toward 
the United States, had been largely gained through 
newspaper reports emanating from these countries 
—indicating that we were disliked and distrusted. 

Yet the explanation is quite simple, for the press 
deals with the controversial matters under diplo- 
matic discussion between the countries. Their infor- 
mation comes from the political leaders. That it is 
“slanted” news to begin with is very natural. And, 
it does not have anything to do with the real 
faith of the people, who are not consulted by the re- 
porters, because the masses have little or no influ- 
ence in the government decisions on foreign rela- 
tions, may also be true. 

For that reason it was a delightful surprise to 
learn first-hand that our stock was much higher in 
Asia than we had been led to believe. 

In recent days the people of India, as well as all 
of Asia, have seen Communist China in action in 
Tibet—in Southern Asia—and India—and they can 
be deceived no longer regarding Red China’s good- 


will. They know the truth. They are aware too of 
Russian brutality and oppression in Hungary. By 
actual experience they know that the United States 
is their sincere friend, who has come to their rescue 
without quibbling about the “neutrality” of their 
government, but only with the thought of helping 
the people of India to a better life and towards the 
preservation of their hard won freedom. 

And in President Eisenhower’s appearance and 
the words he spoke to them, he brought us closer to 
each other and produced a triumph of American- 
Asian relations which must never be broken. And 
this understanding of each other will link us together 
eternally. 

Prime Minister Nehru was so touched by the great 
demonstration of love and spontaneous affection the 
people showered on President Eisenhower that in 
his parting words, “your coming has been a blessing 
to us, —and you are taking a piece of the heart of 
India away with you” came from the depths of his 
own heart. It was more than the diplomatic response 
in keeping with the amenities of a State visit. 

And now that this solidarity has been accom- 
plished, we must build soundly on the wonderful 
foundation of friendship and peace that our great 
President has laid down for us. He turned the tide 
in the cold war with the Communists. 





BUSINESS, FINANCIAL and INVESTMENT COUNSELLORS: 


1907—“Our 52nd Year of Service’—1959 
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As 9 See Jt! 


IS UNION 
FINALLY COMING 


HREE psychological factors of extreme impor- 

tance are now undoubtedly entering into union 
labor thinking ... (1) the loss of public sympathy 
over a protracted strike when steel wages are as 
high as $3.11 an hour—tops for any industry... 
(2) the likelihood of latent strikes from those who 
are working for a lot less and believe they are just 
as much entitled to $3.11 an hour as the steel worker 

. and (3) a chain reaction across the country 
against dictatorial union demands, which oblige the 
general public (not involved) to shoulder added 
costs and endure shortages and inconveniences so 
that the steel workers can stay out on strike. 

The fact that there is some change in union think- 
ing was evidenced in the settlement with American 
Can and Continental Can, which had been expected 
to follow the Kaiser pattern, but failed to do so. In 
fact, it came closer to the terms suggested by the 
steel industry, which has been holding firm for a 
more responsible economic agreement. 

Step-by-step, the steel industry, by its strong 
stand against harmful wage rises, is seeking to ob- 
lige the United Steel Workers to take a more real- 
istic position in the current negotiations for a new 
contract. 

Recently there were signs that the steel union is 
backing down from its most extreme demands, such 
as its much advertised “billion dollar package.” But 
much remains to be accomplished, not only for the 
near term, but over the long range. Union leaders— 
like David J. McDonald, who recklessly ignores the 
possibility of an extension of the wage-price spiral 
and continues to avoid the reality, under today’s 
conditions, that an inflationary rise in wages places 
the American dollar in jeopardy in a sharply com- 
petitive world—are doing a great disservice to the 
people of this country. 

The trumped-up claims for a wage rise based on 
demonstrable gains in productivity have no real 
foundation. In fact, the British turned down such 
a demand on the ground that the machinery paid 
for by capital was responsible for productivity in- 
creases and not the worker, a fact that is self- 
evident. And it now seems likely that the steel in- 





332 


by Sidney Wallenstein 


LEADERSHIP 
DOWN TO EARTH? 


dustry in the United States feels that the time has 
come to stand on this platform too, in the light of 
the unreasonable demands by union leaders. 

The first sign that the steel industry is beginning 
to make progress in bringing the steel union back 
to its senses was the settlement the union made with 
the two major can producers, American Can and 
Continental Can. Here the union not only settled for 
a smaller package than it obtained previously from 
Kaiser Steel, but it agreed to a three-year contract 
dated from October 1, 1959—whereas the Kaiser 
Steel agreement was for only two years dated back 
to July 1, 1959. 

Steel producers all along have insisted on a three- 
year contract. But until the union agreed to the CAN 
settlement, the United Steel Workers had talked of 
nothing longer than a back-dated two-year contract 
—which at this stage is merely equal to 18 months, 
and, in the case of the Kaiser Steel agreement, 
amounted to a term of only 20 months when it was 
signed. 


The CAN Agreement 


Wages — During the 36 months of the CAN com- 
panies’ agreement, the total cost increases in wages 
and benefits will be 28.2 cents, not counting cost of 
living boosts of 3 cents an hour in the second and 
third years. Hence, total new costs cannot go over 
34.2 cents. The Kaiser pact runs much higher and 
calls for wage and benefit boosts of over 22 cents an 
hour during its 20 month duration. 

It must be remembered, also, that the CAN work- 
ers receive an average of $2.73 an hour, whereas 
steel workers receive $3.11 an hour. The effect of 
the CAN agreement, therefore, is to make CAN 
labor fall farther behind the Kaiser Steel workers. 

The Profit-Sharing Plan that Penalizes Stock- 
holders — The CAN agreement does not make pro- 
vision for a long range joint committee, representing 
labor, management and the public, which, under the 
Kaiser Steel plan, would seek a formula by which 
profits would be shared by the union, the stockhold- 
ers and the consumers of steel. In effect, this would 
mean a profit-sharing plan which, if agreed to, 
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would substantially boost the costs of the Kaiser 


agreement beginning not later than June 30, 1960, 


when the committee’s report may become operable 
inder the terms of the contract. 

Work Rules — The CAN companies’ agreement 
lid not make any contribution toward the solution 
if the controversy over Section 2-B in the old steel 
ontract. This is the section that is concerned with 
vork rules and which bars changes in loca] work 
oractices. (This is only because the CAN companies 
lo not share the same problems.) 

For the major steel companies, however, which 
have been attempting to obtain relief from the in- 
efficiencies which are perpetuated under the terms 
f Section 2-B, the matter is of vital importance if 
they are to be able to meet domestic and particularly 
international competition. 

The steel industry has 
lost the major portion of 
its export market, and has 
witnessed a sharp rise in 
steel imports in this coun- 
try — imports which are 
likely to remain a continu- 
ing problem for years to 
come, in the light of the 
great wage differential be- 
tween payrolls in the Unit- 
ed States and abroad. 

The steel union chose to 
ignore this factor, as well 
as the stern competition 
steel is meeting in this 
country from aluminum, 
cement, plastics and other 
modern materials — condi- 
tions that call for moderni- 
zation of the ancient Sec- 
tion 2-B provision. 

By decreasing production 
costs through ending vari- 
ous types of featherbed- 
ding, workers can assure 
greater security for their 
own jobs as our steel indus- 
try thrives and maintains 
its position as a pillar of 
prosperity in the United 
States. 


No Plants Abroad 


And labor would benefit 
from this prosperity, for 
the steel industry has been 
one of the very few that 
has not joined the rush to invest in foreign facili- 
ties. This is in sharp contrast to the many industries 
which, to avoid the loss of export trade to the de- 
veloping common markets, and other hindrances, 
have invested extensively in plants abroad where 
they can serve the people in line with the income 
levels existing in these foreign countries. 

The steel companies have acted in a most respon- 
sible manner to preserve and forward the progress 
of the industry in this country against all comers, 
and have extended every effort to keep the industry 
strong within the borders of our country. 





ca 140 r 
“Taking a beating.” the people of those coun- 
tries to heights previously 


DECEMBER 19, 1959 





Instead of cooperating with this effort to sustain 
the strength of the American steel industry—to at- 
tain greater security for the workers—and to make 
sure that more jobs are not “exported’’—the steel 
union is attempting to hog-tie the industry with ob- 
solete working practices. 

Yet, officials of the steel union should not shut 
their eyes to the fact that intolerable demands might 
cause the steel companies to seriously consider in- 
vesting money in new foreign steel plants, where 
the return to the stockholder would be better and 
where union restrictions on efficiency are non-exist- 
ent. 

To tell this story to the workers is part of the new 
program adopted by the steel companies, who are 
seeking the right of a secret ballot under the Taft- 
Hartley law, in which, be- 
fore the 80-day period is 
up, the workers will be able 
to vote for or against a 
continuation of the strike— 
something which Mr. Mc- 
Donald, the head of the 
steel union is taking steps 
to avoid. 

The strain under which 
business executives have 
been working cannot con- 
tinue. It is bound to cut 
their efficiency—to hinder 
the development of creative 
ideas and may drive 
them — with survival in 
mind—to move to an atmos- 
phere more to their liking. 
And many places can be 
found all over the world for 
the capable American busi- 
ness executive. He does not 
have to be subjected to the 
whims and destructive tac- 
tics of the autocratic union 
bosses. The move toward 
decentralization of Ameri- 
can industry to foreign 
fields, where our “know- 
how” will be greatly appre- 
ciated, is going ahead rap- 
idly, and investments in 
foreign plants have reached 
enormous proportions - 
building the economies and 
the standard of living for 











not experienced. 

This trend has caused serious thinking, and had 
apparently made a deep impression on Walter Reu- 
ther, president of the United Auto Workers. For, 
when last year’s labor negotiations came up, Mr. 
Reuther signed a non-inflationary agreement which 
permitted the industry to hold the line on prices of 
its 1960 model cars. More than that—Mr. Reuther 
signed a three-year contract with almost no urging, 
whereas the industry had not expected to get more 
than a two-year contract. 

Competition, sooner or (Please turn to page 384) 
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Market Outlook For Early 1960 


Upward tendencies are probable at least into January, due to seasonal influences and high 
hopes for 1960 first-half business volume and profits. Later potentials are questionable, since 
stock valuations are verging on the extreme and tight money is restrictive. This is a better 
period for nimble traders than for new buying by investors. 


by A. T. Miller 


HE prevailing attitude toward financial markets 
Race upon one’s point of view. Current busi- 
ness statistics, expressed in retail sales volume, auto 
production, steel output, carloadings, electric power 
consumption, etc., are favorable. Moreover, they 
could be expected to continue reassuring for a time 
if threat of another shutdown in steel mills could be 
removed—but the mood of uncertainty for 1960 
persists. 

While the market remains highly mixed as re- 


gards behavior of individual stocks, the industrial 
average has extended its zig-zag recovery from the 
late-September low point. It has gained ground on 
balance for four consecutive weeks and risen in 7 
of the 10 trading sessions of the past fortnight. At 
last week’s best level, it had recovered close to 96% 
of the August 3-September 22 fall of 61.65 points. 
The long-laggard rails fell to a low for the year 
as recently as November 17, thus giving up not far 
from a third of their entire prior rise from the de- 
pressed late-1957 level; but have since 
had a fair rally, with steady gains over 





MEASURING MARKET SUPPORT 


“THE MARKET IS A TUG-OF-WAR 


.. CONSTANTLY SHIFTING SUPPLY & DEMAND 
PRODUCES THE FLUCTUATIONS” THE MAGAZINE OF WALL STREET 1909 


the last fortnight interrupted by dips 
in two days late last week. However, 
only a few selective rails have been 
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ry 2nd issue will feature a rail story 
pointing up strength and weakness in 














the various issues. 
Reflecting the inhibiting effect of 








As Indicated by Transactions 
at Declining Prices 
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high money rates on general demand 








for income stocks, utilities have had 
only a small rally. The average remains 








nearer the September bottom, which no 
doubt will stand as the 1959 low, and 
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around its bull-market top of last 
March, for significant improvement will 











MEASURING INVESTMENT 
AND SPECULATIVE DEMAND 


remain absent so long as utility divi- 
dend yield is well under the return, not 
only on top-grade bonds, but also on 





short-term Treasury obligations. In- 
deed, it should be noted that today’s 
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average yield on tax-exempt municipal 
bonds, is above the available after- 
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tax yield of most utility equities. A ma- 
jor study of the utilities in the various 
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vestor, will also appear in our January 
2nd issue. 
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As charted herewith, our Demand 
Measurement has risen, with Supply re- 
duced, thus narrowing the spread 
further, and making it the least un- 
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favorable showing in some 
time—pointing to a higher 
market for early next year. 
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Last week, declines in in- — 
dividual stocks slightly ex- 490 
ceeded the number of ad- 80 
vances, contrasting with “a atrth 
the prior week’s good ot ari 
showing of a fairly wide il lH 
majority of gains, in which a f 
he blue chips were a major [ 

actor. 

Despite the fact that the 
ndustrial list is a little dis- 
tance under the year’s best 

‘vel, the number of stocks 
eaching new highs re- 
nains fairly small so far. 
ver the fortnight it has 
een modestly in excess of 
he number of new lows 

excluding preferred stocks 
rom the latter total). In 
he market’s best day last 
veek, “upside” stocks ex- 
eeded the number of pir! 
‘downside” stocks by a 
ratio of less than five to 
four, and there were only 
30 new highs for the year 
recorded out of over 1,250 
issues traded in, showing 
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that the market is not 
nearly as strong as the gen- 
eral average suggests—in- 
dicating high selectivity. 

Also, market performance signifies that the bulk 
of the tax selling in relatively depressed stocks has 
been completed; and that the rest of it, in the few 
remaining days of 1959, can be absorbed without 
visible effect on the general market. 

The theoretical “supply” levels represented by the 
August and July highs for industrials and rails, 
respectively, are not particularly significant. The 
market did not spend much time around those levels 
and no great number of people are “hung up” in 
stocks acquired at the highs. Moreover, many of 
those who have been hoping for a chance “to get out 
even” will, by that human psychological quirk, be 
likely to change their minds when and if the highs 
are again reached. For penetration of a prior high, 
commonly assumed to have technical significance, 
always hinges primarily on psychology and circum- 
stances at the time. 

The bull market, which began in 1949, sems to 
be entering the final stage of enthusiasm, and a 
topping-out point must be watched for. 

In the meantime the business outlook for 1960 will 
feel the effects of higher output to make up for 
strike-induced shortages which slowed activities 
in the latter part of 1959, so that any price advance 
may well add impetus to inflationary thinking in 
the stock market. 

Trader activity in the blue chips could greatly 
stimulate public interest—a bonanza for the traders 
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but usually with a costly aftermath for the investor. 
And Now 

The highly selective character of market activity 
is clearly indicated by its responsiveness to rumors 
or any conjecture suggested by the news. Thus, after 
Secretary of Labor Mitchell called for both sides to 
work toward agreement via third-party arbitration 
—a proposal closely in line with one made earlier 
by the union—the industrial average “took off” last 
Tuesday, with a gain of 9.72 points, largest in many 
months. But nearly half of that surge was given up 
in the following session after the steel managements 
rejected the proposal. With re-emphasis on uncer- 
tainty as to when and how the impasse might end, 
the market moved in a narrow range for the rest 
of the week. 

Important investment decisions will await Presi- 
dent Eisenhower’s return, in the hope that he will 
prevent the recurrence of an economic crisis in the 
event steel managements and union leaders fail to 
agree on a new contract before the injunction ex- 
pires late next month. Whether Congress will enact 
legislation to clip labor’s wings in an Election Year 
in order to create greater price stability in our 
economy—and the extent to which the Administra- 
tion will go in pressing anti-trust legislation in the 
light of the testimony emerging from the Kefauver 
Committee hearings on (Please turn to page 384) 
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SHOULD THE VALUE OF 
THE DOLLAR REST ON GOLD— 


Or on our real wealth? 


> Answer to puzzled people who believe we went off 
gold in 1933 

Pm Economic and psychological factors regarding gold 
that determine the prestige of our dollar 

® Safeguards needed against the dangers of unreal- 
istic and opportunist money managers 


By Paul J. 


ODAY the dollar is less attached to gold than it 

was prior to 1945, and it is considerably further 
away from gold than it was prior to 1933. Yet, in 
effect and psychologically, gold is looked upon as 
representing the final measure of the value of the 
dollar. 

Now a suggestion has been put forth by the econ- 
omist of a leading New York bank which, if adopted, 
would remove the dollar another long step away 
from gold. Does this mean that the dollar eventually 
will lose all gold backing, and if so, what is the 
significance of such a development with respect to 
the soundness of our currency? 

In order to arrive at some reasonably intelligent 
answers to these questions, it is necessary to view 
the question of the position and functions of gold 
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> Where legislative controls are needed similar to those 
abroad—notably in England—to provide the needed 
security under change 

> What is required to establish sound currency based 
on our assets—our wealth . . . rather than risk the 
evils of eventual devaluation 


Maynard 


from the point of view of recent economic and finan- 
cial history. Also it may be well to consider gold as 
a domestic or internal currency backing separated 
from its important function in settling international 
accounts. 


The Current Proposal 
Before turning to a review of the changes which 
have taken place in the relation of the dollar to gold 
over the past three decades, it may be well to out- 
line briefly the nature of the current proposal and 
the background against which the suggestion is 
made. 
It is suggested that Congressional action be 
taken to reduce or eliminate the present require- 
ment of a 25% gold certificate reserve against Fed- 
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currently total about $47.5 bil- 25 
lion, it is contended that almost 
$12 billion of our $19.5 billion 
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gold supply (down from $23 20 
billion since 1952), now tied up 
as a reserve, would be freed to 
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Gold today performs a far dif- 
ferent function in relation to the domestic and in- 
ternational position of our currency than it did in 
the days prior to 1934 when gold circulated freely 
in our monetary system and the dollar was converti- 
ble into gold coin on request. ®In those days gold 
acted as a balancing or correcting force, tending to 


restore economic equilibrium as it flowed into or 


out of a given country. As gold flowed out, there 
would be a reduction in the amount of available 
credit, causing higher interest rates and a constrac- 
tion in business activity. ® This in turn would tend 
to lower prices and stimulate exports at the same 
time that it reduced imports, bringing about a re- 
turn flow of gold. ®Conversely as gold flowed into 
a country, the amount of currency and credit would 
be increased, reducing interest rates and creating 
a set of conditions which tended to reverse the di- 
rection of the gold flow. 

Since 1934 the function of gold with respect to 
the backing for our curency has been far different 
than it was prior to that date. Largely as a result 
of this, and because gold no longer flows freely be- 
tween nations as it did when most of the countries 
were on a gold coin or gold bullion standard, gold 
no longer serves as an automatic balancer of eco- 
nomic ebbs and flows. 

The dollar drifted a long step away from gold 
when under legislation enacted in 1934 it was no 
longer freely convertible into gold. An indirect link 
to gold, however, was maintained through the re- 
quirement of a gold certificate reserve of 40% 
against Federal Reserve notes, and a 35% reserve 
against deposit liabilities. 


Why Willy-Nilly We are Still Tied to Gold 


In the international field, a necessarily stronger 
tie to gold was maintained through the Treasury’s 
willingness to buy or sell gold at $35 an ounce. 
This enabled foreign individuals and foreign central 
banks to elect to settle dollar claims in gold or to 
sell gold for dollars in international monetary trans- 
actions. With the ending of gold’s function as an 
economic balance wheel, the Federal Reserve and 
Treasury authorities began to utilize more inten- 
sively their control mechanisms. 
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After That 


In 1945 Congress enacted a 25°: gold certificate 
ratio in place of the earlier provision calling for a 
40% gold certificate reserve against Federal Re- 
serve notes, and a 35° reserve against deposit 
liabilities. The effect of this legislation was to re- 
move the dollar somewhat further away from gold 
by reducing the amount of gold backing and by 
establishing the precedent that the reserve could 
be reduced at will. 


And Now 

Now it is proposed that the gold certificate re- 
serve of 25% against Federal Reserve notes and 
liabilities be further reduced or eliminated. This 
would move the dollar still further away from gold, 
since the formal or required reserve would be re- 
duced or eliminated. In judging the wisdom of a 
step such as the one now proposed, it is well to 
examine carefully arguments for and against the 
move. 


Arguments For and Against 


Among the principal points mentioned in favor 
of the proposal to eliminate or reduce the gold cer- 
tificate reserve requirement against Federal Re- 
serve notes and deposit liabilities are the following: 

(1) It would enlarge the “free” gold, available 

to meet international claims, from a present 
figure of $7.5 billion ($19.5 billion less $12 
billion required reserve) to the full $19.5 
billion if the reserve were eliminated, or to 
some intermediate figure if it were reduced. 
The argument is that if this were done at 
a time when there was no pressure or 
weakness in the situation, the additional 
“free” gold reserve against foreign dollar 
claims would strengthen the dollar’s inter- 
national position and so reduce the possibil- 
ity of large gold demands from this source. 
(2) It is further contended that the 25° gold 
certificate reserve against Federal Reserve 
Notes and deposits, has relatively little sig- 
nificance since the domestic dollar is not con- 
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vertible into gold under any circumstances. 
The fact is cited that among all the countries 
of Europe, only Belgium and Switzerland 
require their central banks to hold signifi- 
cant gold reserves against their domestic 
liabilities. The Bank of England has only 
about half a million pounds against 400 mil- 
lion pounds in circulation,—and in Canada 
the central bank has no gold against cur- 
rency in circulation. 

(3) A third major point made in favor of the 
move is—that under present conditions the 
strength or weakness of the dollar will de- 
pend in the final analysis on such factors as 
the effectiveness of our credit control poli- 
cies, the general soundness of our economy 
and fiscal debt management policies. These 
will have considerably more bearing on the 
soundness of our currency than how much 
gold certificate reserve is held against it. 

(4) A final argument for the proposed reserve 
reduction is,—that there is a precedent for 
it in the reserve reduction effected by Con- 
gressional action in 1945 without any ob- 
servable harmful effect. 

Arguments against the proposed reduction or 
elimination of the gold certificate reserve behind ~ 
the dollar include the following: 

(1) This would be a major step away from the 





U. S. Balance of Payments 
(In Billions of Dollars) 


Average 


Merchandise exports * $13.4 $17.4 $19.4 


Merchandise imports —12.8 —13.3 
Trade surplus 2.4 4.6 6.1 
Services rendered 5.0 6.3 7.3 
Services received -}- 3.5 4.6 — 5.0 
Service acct, surplus -+- ; 1.5 1.7 2.3 
Surplus on Trade & Services -|- 3.9 6.4 8.4 
U. S. Government transfers * 
Military expenditures — 2.2 - 3.0 3.2 
Economic grants 2.2 19 1.8 
Loans and credits (net) - 0.2 - 0.6 1.0 
Subtotal — 46 - 85 — 6.0 
Private cepital outflows (net) -V 3.0 3.2 
Total government & private transfers - 5.7 — 8.5 9.2 
Deficit in Balance of Payments — 1.8 2.1 0.8 


Settled by 
Gold sales to foreigners (-+-) 0.2 — 03 0.8 


Increase in foreign short-term assets . 1.0 1.4 0.4 


Increase in foreign long-term assets .. 0.2 0.4 
Foreign capital and gold 1.5 1.5 


Unrecorded payments 
(errors and ommissions) 0.4 0.6 


*—Excluding Military aid programs. 


-+—1including private remitt ; excluding military expenditures abroad. 
Source: U, S. Department of Commerce. 





1951-55 1956 1957 





discipline of a gold reserve, even if it is 
only a gold certificate reserve. The gold re- 
serve performs certain important functions 
in restraining credit expansion and exerting 
pressures for sound money through actual 
or potential outflow to other countries. 


(2) In answer to the argument that most other 


nations do not have substantial gold reserve 
requirements against domestic currency cir- 
culation, it can be cited that certain 
countries, notably England, have legislative 
controls over the amount of currency which 
the central bank may issue. This is a control 
which we do not have. 


(3) It may be agreed that in the final analysis 


the strength of the dollar depends more 
on such matters as credit control, balanced 
budgets and effective debt management. But 
even after agreeing to this, there remains an 
unwillingness to remove an important re- 
straint against the expansion of currency 
which a fixed gold reserve exercises. While 
there is considerable confidence in the abil- 
ity of the present Board of Governors of 
the Federal Reserve System to administer 
a sound credit restraint policy, it is possible 
that at some future date a less judicious 
group of money managers might gain office. 
Under such conditions whatever legal re- 
straints existed might be helpful 
in keeping the situation in hand. 

(4) With respect to the argu- 
ment that a precedent was set for 
Congressional action to reduce 
reserve requirements when the 
1945 Act was passed, one reply 
might be that because it was done 
once does not mean that the step 
must be repeated. In other words, 
the opponents of any change in 
the gold requirements will say 
that it was wrong to reduce them 
in 1945 and two wrongs do not 
make a right. 

Both sides agree that the psy- 
chological aspects of the gold 
reserve problem are of major 
importance. Proponents of a re- 
duction or elimination of gold 
reserves against domestic cur- 
rency agree that any change, if 
made, would have to come only 
at a time when there were no 
sign of weakness in the position 
of the dollar. It is fairly obvious 
that if a reduction in reserves 
or elimination of reserves were 
made at a time of weakness, the 
situation could deteriorate rapidly 
if foreigners or foreign central 
banks became uncertain about 
their ability to obtain gold at the 
prescribed rate. 


In Conclusion 


Whatever side is taken on the 
question of whether we should 
(Please turn to page 375) 
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3 Companies that offer desirable 


MULTI-INDUSTRIAL DIVERSIFICATION 
To The Investor 


By ROBERT B. SHAW 


“DON’T PUT ALL YOUR EGGS IN ONE 

BASKET!” is an old saw, doubtlessly coined 
long before the modern securities market was ever 
remotely conceived, and has been repeated to in- 
vestors almost ad nauseum until many of them must 
be thoroughly tired of hearing it. Some of them, out 
of sheer defiance, have probably gone out and de- 
liberately plunged all of their money into single 
enterprises of limited scope. A contrary philosophy, 
“Put all your eggs in one basket and watch that 
basket carefully,” has even found expression. 

Nevertheless, diversification remains an indispen- 
sable rule of investment. It would be superfiuous to 
defend it here; the real question facing investors is 
not whether, but how, to diversify. 

The salesman’s answer for the small investor is, 
of course, the investment trust. Many different types 
of trusts can be found, some of which will meet 
various investment objectives. Still, these institu- 
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tions do have limitations. Most of them charge initial 
loads which are proportionately higher for the small- 
est investors. Finally, many share holders will find 
greater satisfaction in being direct participants in 
operating companies rather than merely holding a 
diluted claim upon industry in general. 

The answer for the general category of investors 
is to be found in the single companies either pos- 
sessing broad internal diversification or having sub- 
stantial outside shareholdings of their own. 

Nearly every company has, in recent years, ex- 
panded both its product line and its range of market 
outlets, some of them by imperceptible growth, 
others by bold acquisitions of supplementary, or even 
competing enterprises. This means that they all offer 
much greater diversification than twenty years ago. 
This is true even of those companies which may 
seem to have stuck closely to their knitting, for the 
names of many single products, such as “chemicals” 
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Companies with Investments in Varied Fields 
(M. A.) Hanna Co. 
See Indicates : 
Number Market 1959 Estimated 
of Price Dividend 1959 
Shares Dec. 3 Valua- Payment Dividend 
Held 1959 tion Per Share Income 
Algoma Steel Corp., Ltd. .........cccecceceeees 278,000 $39.00! $10,842,000 $1.00 $278,000 
Oa TOR: 30,000 96.25 2,887,500 3.00 90,000 
Consolidation Coal .........000-sscscscerssssesereeses 2,304,069 38.12 87,831,110 1.25 2,865,088 
General Reinsurances Corp. ............c000008 72,599 79.001 5,735,321 2.00 145,198 
III SEDs cepinncecitnsenscceccsessineneansncet 664,640 123.00! 81,750,720 1.60 1,063,424 
Industrial Rayon 382,100 20.25 7,737,525 -- — 
National City Bank of Cleveland ............ . 36,000 84.00 3,024,000 2.407 86,000 
NE SIIINIIT csirvniisccnscsitpsichinsdinaipnanaubeaianaies 2,001,390 96,00 192,133,440 3.00 6,004,170 
II soca caaal ict ietsesvactnsemmasaenia 80,000 56.75 4,540,000 3.00 240,000 
ORIN Se MO Di Be seccesencsossecccnseecvvvenecses 498,331 49.75 24,791,967 2.25 1,121,244 
BIE a sccciesscasnnessnesibisitenanneianancsenenvacinnnianeienn 187,500 84.25 15,796,875 2.60% 487,500 
TD ununmunne  $497,070,158  — $12,380,624 
Per share of M. A. Hanna stock ..sccccscssnnnnennnnen $ 414006— $ ~~ 4.00 
l__Recent Price. 
| 
Mcintyre Porcupine Mines * 
Indicates 
Number Market 1959 = Estimated 
of Price Dividend 1959 
Shares Dec. 3 Valua- Payment Dividend 
Held 1959 tion Per Share Income 
Abitibi Power & Paper Co., Ltd. ............... 6,000 $39.37 $236,220 $1.70 $ 10,200 
Algoma Steel Corp., Ltd. ...........ccceeccceeees 400,000 39.00 15,600,000 1,00 400,000 
SRI TIII,, 5 ieincinisvctscinisensssicaiseapenibonsies 23,630 31.50 744,345 55 12,996 
Amerada Petroleum .............ccccccccccccceeeeees 196,000 76.50 14,994,000 2.00 392,000 
American Metal Climax ..............0ccccccseeees 56,282 24.12 1,357,521 1.20 67,538 
Ratestes Core. 00d, ........0.scsccerscssesseesesees i 5,000 25.37 126,850 1.40 7,000 
IID siiaistsienssecnminumiecinonietanccntaise 11,400 54.50 621,300 1.85 21,090 
Bell Telephone of Canada .................0000 118,545 44.25 5,245,616 2.00 237,090 
British American Oil Co. Ltd. .................... 29,000 33.62 980,980 1.00 29,000 
Canadian Bank of Commerce .................. 3,000 61.00! 183,000 1.80 5,400 
Consolidated Mining & Smell. .................. 9,000 20.37 93,060 -80 7,200 
Consolidated Paper Corp. Ltd. ................. 12,550 38.00! 476,900 2.00 25,100 
Dominion Textile Co., Ltd. ..........cccccceceseees 35,405 9.75 345,198 .60 21,243 
SIRI NINN siiciistnccscecrcsassniavecicennt 138,000 106.50 14,697,000 3.00 414,000 
ia accnaciscacamnatiacnsabsosimtite 18,000 41.75 751,500 .80 14,400 
Powell River Co. 000. ....ccsccseccsereessreseececsees 9,000 17.00 153,000 75 6,750 
PU TIPU, Gi GD GI... cnescccosnsessersnsoseonssnesene 6,000 46.25 277,500 2.00 12,000 
Steel Company of Canada Ltd. ................ 23,332 88.62 2,067,981 1.90 44,330 
SIDNEY sisndiditdlaniicinnnicicenrsatanipndscncniniinnien 400,000 26.00! 10,400,000 50 200,000 
SP ciatilesseapesicinicacninintivaniiceie $69,351,971 — $1,927,337 
Per share Mcintyre Porcupine stock ............cccscscesessseee $ 90.89 — $ 2.52 





*—3 for 1 stock split to be distributed about 1/8/1960. 


1__Recent price. 







or “textiles” or “rubber,” 
have acquired a broader 
meaning and have found 
many new uses. In this 
story we suggest a list of 
three companies that may 
provide precisely as much di- 
versification as twenty com- 
panies would have done a 
generation ago. 


Multi-Industrial Diversification 


Probably the broadest 
single-package investment 
available is giant Generel 
Electric. The fourth largest 
manufacturing corporation in 
the country, GE appears close 
to the top of nearly everyone’s 
list of favorite stocks. Profes- 
sional investors, however, do 
not favor it quite as strongly 
as the general public, for it 
appears only in thirteenth 
rank on a list of the larges 
aggregate holdings of 71 lead- 
ing investment trusts. Of 
course, single-issue diversifi- 
cation is no objective of these 
funds. Let us reexamine GE 
briefly to determine how wel 
it can qualify as a single- 
package commitment for the 
individual investor. Happily, 
this company facilitates an- 
alysis by giving out full in- 
formation on its operations. 


Locations—Diversification 
has several different aspects; 
among these are products, 
markets and geographical lo- 
cation. It would be hard to 
beat General Electric in any 
one of these. Its plants are 
extremely widely dispersed. 
Although Lynn, Mass., and 
Schenectady, N. Y., can per- 
haps claim some esteem as 
the company’s original joint 
domiciles, operations are now 
conducted in over 100 indi- 
vidual plants in roughly one 
half of the states. 


Products and markets are, 
of course, closely related. The 
company’s most recent annual 
report gives a clear picture of 
its wide product range; this 
extends from electric locomo- 
tives and massive generators 
through household appliances 
to the tiniest transistors and 
semi-conductors. The actual 
sales breakdown in 1958 was 
as follows: 
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Heavy capital goods ................... 24% 
re 26% 
Components supplied to 
other manufacturers and 
SIE xcs cviiiicenssmeasedeuens 26% 
National defense items ................ 24% 


In appraising this surprisingly symmetrical divi- 
sion it is important to remember that the electrical 
equipment industry represents an almost unique 
combination of maturity and youth. Household elec- 
tricity, light bulbs and simple appliances are very 

uch older than automobiles, many chemicals or 

nthetic fibers; the memories of very few living 
persons reach back beyond the age of electricity. 
GE itself has-a dividend record unbroken since 
1399). Yet the industry has shown an undiminished 

xibility and aggressiveness. The loss of some im- 
yrtant markets, such as that represented by the 
cnee far-flung street railways, has been no more 
than a minor episode in its growth. Since 1949 alone 
eneral Electric sales have expanded at a substan- 
ally higher rate (120%) than the Gross National 
‘roduct (70% ). Research expenditures approximat- 
ig $250 millions per annum—roughly three times 
1e United States average in terms of sales—provide 
he best possible assurance that this leadership will 
retained. 

Investors intrigued by the romantic possibilities 
mplicit in such wonder stocks as Texas Instruments 
x Litton Industries may need to be reminded that 
yrojects of similar potentialities are being explored 
xy General Electric. 

Continuing Research—The most recent annual re- 
ort lists the principal areas of the company’s ab- 
stract research, the details of which will mean little 
to the layman, but which do suggest the recurring 
liscovery of products that will have a healthy impact 
ipon sales volume. In a company as large as General! 
Electric, of course, the effect of any unusual success 
(or failure) with a single product will be thoroughly 
diluted before it reaches the final net income line— 
and this may deprive some stockholders of the thrill 
they experience in picking an isolated winner—but 
it will be none the less real for that reason. 

In the field of atomic energy development General 
Electric apparently runs a little behind Westing- 
house but is otherwise the ranking company. 

No picture can be perfect, and a discerning eye 
can detect a few tiny flaws. The substantial propor- 
tion of sales going into national defense creates 
some vulnerability in the light of the remote possi- 
bility of a genuine disarmament plan. 

Export sales, at about 6% of the total, are rela- 
tively small, and net investment of $53 millions in 
foreign subsidiaries—not consolidated in the balance 
sheet—amounts to a mere 2% of total assets. This 
hesitation in entering the foreign field creates some 
threat of aggressive competition from abroad. The 
intricate nature and high skills involved in many of 
the products will limit such competition, but some 
items, at least, will be vulnerable. 

Thoroughly diversified as it is, substantially all 
of GE’s products are dependent upon a single form 
of energy—electricity. It is not likely to be replaced. 
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General Electric , 
Plant Locations Products 
Schenectady, N.Y. ..... Motors, generators, turbines, condensers, 


castings, patterns, power tubes, ordnance 
products, insulation materials. 


Owned by and operated for AEC (Atomic 
Products). 


Richland, Wash. . 





Lovisville, Ky. ............. Household appliances, air conditioners. 


Turbines, jet engines, and accessories, in- 
struments. 


Lynn, Mass. .............0 


Jet engines and accessories, atomic prod- 
ucts. 


Evendale, Ohio 


Diesel-electric-gas turbine locomotives and 
equipment, motors, castings. 


Erie, Pa. 


Transformers, electrical products, phenolics 
and other chemical materials, magnesium 
oxides, ordnance equipment. 


Pittsfield, Mass. .... 


Fort Wayne, Ind. . Motors, specialty transformers. 


Radio and television accessories, electronic 


Syracuse, N.Y. ... 
equipment, defense equipment. 


Lamp-making machinery, lamp glass, 


vacuum cleaners. 


Cleveland, Ohio ........ 


Bridgeport, Conn. Wire, cabls, wiring devices, fans. 


Philadelphia, Pa. Switchgear, circuit breakers. 


Cicero, Ill. ....:..... Refrigerators, ranges, freezers. 


Motors, generators, controls, switchgear, 


Peterborough, Ont. 
wire and cable, atomic products. 














It is hard to visualize such a possibility. As yet 
electricity provides only about 15° of all expended 
energy in this country, and its scope for future 
growth is much more impressive than any likelihood 
of substitution. Except in minor applications elec- 
tricity is not competitive with fuels; rather, it is a 
method of transmitting fuel-derived energy—the 
cleanest, most efficient method known. Electricity is 
also immensely flexible, so that it can equally we!l 
drive a locomotive or a dentist’s drill. 

At around 92 GE is vielding a rather austere 2.2% 
on its current $2 dividend and the price/earnings 
ratio on indicated 1959 net of about $3 per share is 
a high 30 times. Some better buying opportunity 
within the intermediate future is likely, and it is 
probable that the present price will at some day look 
extremely cheap. 


Industrial Diversification Through Investment 


Another avenue of broad diversification via a 
single stock is offered by companies with extensive 
outside interests. This situation is fairly common, as 
many companies, for various reasons, hold substan- 
tial interests in other corporations. Two organiza- 
tions, however, M. A. Hanna and McIntyre Porcu- 
pine, are outstanding in this feature, and deserve 
consideration by those desiring the broadest possible 
industry representation in a single package. 


M. A. Hanna is an unusual organization in more 
respects than one. It is old (originally founded in 
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1867), large (a $400 million balance sheet) and has 
a substantial issue of over three million shares out- 
standing, and yet remains unlisted. The stock is also 
divided into A and B categories, the former without 
voting power. The company became somewhat more 
familiar to the public when its chairman, George M. 
Humphrey recently served a term as Secretary of 
the Treasury. 


Directly or through consolidated subsidiaries 
Hanna mines iron ore and coal and operates a fleet 
of ten ore-carrying vessels on the Great Lakes. For- 
merly it was also a steel manufacturer but thirty 
years ago it transferred its furnaces and some of 
its mines to National Steel in return for a substan- 
tial stock interest in the latter. Nickel is produced on 
a small scale at a smelting plant in Oregon. Hanna 
ranks as the largest shipper of coal via the Great 
Lakes, to both U. S. and Canadian ports. Anthracite 
coal has, of course, suffered a steady decline, but 
bituminous, most of it destined for industrial uses, 
has held relatively stable. Ore shipments fluctuate 
with the rate of steel mill activity, but have shown 
a very healthy increase over the long run. 


Extensive Holdings—Hanna is more distinctive, 
however, for its extensive outside holdings. These 
include a joint interest (with Republic Steel) in 
large iron ore reserves in Venezuela, and a 15% par- 
ticipation—part of it indirect—in Iron Ore Com- 
pany of Canada. The latter, a joint undertaking by 
eight steel or mining companies, has been an out- 
standing success. The high ore-content Labrador 
mines were opened in 1954 and in 1957 shipped a 
record load of 13 million tons, although output 
dropped sharply in the 1958 recession year. Total 
reserves well in excess of 400 million tons at this 
property will cover even an expanded operation for 
years to come. 


Most of Hanna’s other outside holdings are in 
listed companies itemized in the accompanying 
schedule and too well known to require description. 
These have been rgardead as permanent commit- 
ments, so that Hanna, rather than making frequent 
changes in its portfolio, has ridden up and down 
with the vicissitudes experienced by several of them. 
The only loss has been suffe.-ed in Industrial Rayon, 
in which Hanna has a 20% interest, but other issues, 
such as Phelps Dodge and Consolidation Coal, have 
shown less than average growth, and better results 
might have been achieved by a more active invest- 
ment program. Nevertheless, this has not been 
Hanna’s policy. On the list as a whole—including 
Hanna Mining Company, a former consolidated sub- 
sidiary spun off in 1958—profits have aggregated 
$337 million. If marketable stocks of nonconsoli- 
dated subsidiaries, other than Iron Ore Company of 
Canada, were carried among current assets rather 
than as “investments,” then net current assets per 
share would be lifted to $149 from the merely nomi- 
nal $8 that appears from the balance sheet as stated. 


At its present price around 126 Hanna is hardly 
attractive for its 2.5% yield. In the first half of the 
present year the company showed a fair recovery 
from its 1958 recession set-back but after being hit 
by the steel strike it is doubtful whether full-year 
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earnings will be very much above the $3.96 reported 
last year. Thus, there should be no urgency in buy- 
ing the stock. Over the long run, nevertheless, the 
company’s important mining interests promise stead- 
ily increasing earnings. The investment portfolio, 
which accounts for considerably more than half of 
net income, will likewise provide a representation in 


other important industries. As mineral deposits fea- — 


ture so prominently among the assets owned, both 
directly and indirectly, Hanna should represent an 
excellent inflation hedge. The possibility of listing 
some day, with resultant greater popular interest, 
also offers an enticing “extra.” 


A second company, likewise unfamiliar to most 


investors, is almost a twin of Hanna. Mcintyre Por- © 


cupine is important in its own right as one of Can- 
ada’s largest gold miners, but here again the tail 
that wags the dog is an impressive list of outside 
investments. The income on these—an indicated 
$1,927,337 for 1959—is more than double the usual 
operating income derived from the mines. This port- 
folio does lean strongly toward Canadian stocks, and 
from that point of view lacks geographical diversifi- 
cation, but by the same token represents an excellent 
cross-section of Canadian industry. Canada’s special 
opportunities have seemed attractive enough that 
several investment trusts have been formed par- 
ticularly to concentrate US funds in north-of-the- 
border holdings, and McIntyre could serve the same 
purpose. 


McIntyre’s investment holdings, exclusive of $6 
million government securities, currently aggregate 
over $69 million, or about $91 per share. As the 
stock is selling at about 90, this means that the com- 
pany’s own operations are, in effect, thrown in as a 
bonus. Although only secondary, these operations 
have some promise. Whether the established $35 per 
ounce price of gold will be raised within the inter- 
mediate future is anybody’s guess, but the pressures 
are all in that direction, while the opposition is 
based primarily on the fact that this would be an 
undisguised surrender to inflation. Such a step, how- 
ever, disastrous for other segments of the economy, 
to holders of gold stocks would mean—well, a gold 
mine. McIntyre is, accordingly, a kind of a double- 
barrelled stock with a double appeal for investors. 
The tonnage production of the mine and the average 
recovery per ton have both remained pretty nearly 
stable for some years, the latter showing a tendency 
to fluctuate around $10 per ton. Reserves are esti- 
mated at about two and one-quarter million tons, 
equivalent to three years’ production of ore, grading 
.314 oz. of gold per ton. In the past, however, new 
reserves have been blocked out pretty nearly as fast 
as they have been depleted. The $3.00 dividend, al- 
though only narrowly protected, offers a yield of 
3.4%. 


Each of these stocks are relatively high priced, 
but the forthcoming 3-for-1 split in McIntyre will 
bring the shares into range of even the modest in- 
vestor. In fact, there are many for whom such single 
issues providing broad diversification will serve a 
valuable purpose. General Electric, Hanna and Mcintyre 
are certainly three outstanding stocks which would 
meet this requirement. END 
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— with case histories 


® European cartels vs. U.S. mergers 
> Antitrust calendar looking to 1960 


HE Antitrust Division of the Department of 

Justice has been displaying extraordinary activ- 
ity during the second Eisenhower Administration. 

Aided by a larger budget, and armed with a 
more vigorous enforcement policy, the Antitrust 
Division has brought dozens of cases each year 
aimed at blocking proposed mergers or at check- 
ing price-fixing or monopolistic sales policies. In 
many of these cases, the division has either won 
a victory in the courts, or has been able to work 
out a consent decree under which the alleged abuses 
were ended. 

This stepped-up law enforcement program is 
aimed at assuring continued “full play of competi- 
tive forces.” Not content with the results already 
achieved, the Antitrust division has been seeking 
new legislation: in Congress which would give the 
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STEPPED-UP 
ANTITRUST ACTION FOR 1960? 


By WILLIAM E. BUTLER 


> The many ramifications of our anti-trust policy 
® Recent actions against various industries and companies 



































department the authority to compel the production 
of documents during the investigating stage of 
civil antitrust proceedings ; would amend the Clayton 
Act by requiring that prior notification be made of 
corporate mergers and acquisitions where capital 
involved exceeded $10 million; and would amend 
Section 7 of the Clayton Act to prohibit banks and 
similar groups from acquiring the assets of other 
banks when the effect may be “substantially to less 
competition,” or to tend to create a monopoly. 
The success of the Antitrust Division in key 
merger cases has unquestionably forced a major 
revision in the policies of some corporations. 
Attorneys for these corporations have advised 
them to proceed with the greatest of caution on 
any merger. In most cases, companies contemplat- 
ing mergers have agreed to use the voluntary 
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pre-notification program set up 
by the Department of Justice. 
Often this has resulted in an un- 
favorable decision from the Anti- 
trust Division, and as _ result, — 
proposed mergers have died 





Antitrust Cases Instituted 
January 1, 1959 to 
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had accepted a test of the case United States v. Greater New York Chrysler Corp., Inc., et al Criminal Autos 
in the courts, it is more than United States v. Metropolitan Buick Dealers, Inc. ..............00. Criminal Autos 
likely that the Department would United States v. M & B Dodge Dealers Group .................cccc0000 Criminal Autos 
have found it difficult in some United States v. Automobile Merchants Association of N.Y., Inc. Criminal Autos 
‘ases to win a victory. United States v. Nassau-Suffolk De Soto Dealers Group ‘ 
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Double Jeopardy? United States v. Brooklyn and Queens Dodge Dealers Group .. Criminal Autos 

To business men, it appears United States v. Nassau-Suffolk Dodge Dealers Group ............ Criminal Autos 

that the Antitrust Division’s United States v. Nassau-Suffolk Chrysler Dealers Ass’n. .......... Criminal Autos 
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criminal investigation is unsuc United States v. The Long Island Fence Ass‘n., Inc., et al ........ Crminal Wood Fencing 

cessful, under the antitrust laws United States v. Metropolitan Detroit Ford Dealers, Inc., et al Criminal Autos 

United States v. Meyer Singer, et al ...............cccccccceescsseeseeeeseeeseeeee Criminal 


and does not result in an indict- 
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ally ' will use the information Teamsters, Chauffeurs, Warehousemen, and Helpers 
obtained in its criminal investiga- 4 i 3 peeereee Civil Yellow Grease 
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for example, in cases involving : : ot ‘ 
alleged price fixing. Thus ith United States v. San Diego Grocers Ass‘n., Inc., et all .....4..... Criminal Groceries 
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with a civil case covering the 





same facts—the defendents have 
been exposed to something ap- 
proaching double jeopardy. 


Recent Such Charge Against Steel Companies 


For example, the Antitrust Division last month 
charged that six steel companies and a dozen other 
companies engaged in fabricating steel reinforcing 
bars on the Pacific Coast had violated the Antitrust 
laws by rigging the market in such bars. This was 
a civil complaint; but it followed a criminal investi- 
gation last year, as a result of which the Grand 
Jury adjourned without returning an indictment 
after investigating the case thoroughly. 


The Case of Proprietary Drugs 


That the Department, in its zeal to chalk up a 
smashing record of achievement, has brought suits 
of dubious merit appears clear, although on balance 
the activities of the antitrust division make for a 
healthy and sound economy. One case which misfired 
was the antitrust action against the major producers 
of proprietary drugs, which ended last month in 
an acquittal for the defendants. 


Problems of Enormous Number of Cases 
But such reverses are unavoidable, in view of 
the division’s prolific efforts. In 1958, 57 new anti- 
trust cases were filed, one more than in 1957, and 
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21 more than were filed six years earlier (the last 
year of the Truman Administration). Of these, 
24 were criminal cases, and 33 were civil actions 
seeking injunctions against practices alleged to be 
in restraint of trade. About 75 percent of the cases 
involved industries producing food products or 
other items of importance to the consumer budget. 

During 1959, antitrust cases have been brought 
at a rate even higherthan in 1958. It is estimated 
that 59 cases had been brought from Jan. 1, 1959 
to Dec. 1, 1959; and with the addition of cases 
filed during the last month of the year, the total 
could well go over 65 for the full year. 

The cases for 1959 involved a broad variety of 
actions aimed against mergers, monopolistic posi- 
tions, price fixing and other illegal methods of 
abridging competition. Among the products covered 
were hand tools, postage meters, retail automobile 
prices, rubber belting, ladies blouses, plumbing 
supplies, floor coverings, hardware, motor vehicle 
leasing, wood fencing, frozen foods, auto glass, 
linen supplies, printing machinery, foam rubber, 
furniture, newspapers, dyestuffs, watch bands, golf 
clubs, bank vaults, asphalt, and many other products. 


Stepped up Action in Election Year? 


With an election year looming ahead, it is certain 


THE MAGAZINE OF WALL STREET 


oF 












Nove 


United S$ 
United $ 
United S 
United $ 
United S$ 
United § 


United § 
Mor 


United S$ 
United § 
United 


United | 
(Co 


United | 
United § 
United § 
United § 
United | 
United | 
United | 
United 
United | 
United © 
United 
United 
United 
United 
United 
United 
United 
United 
United 
United 


that 

enfo! 
cann 
whic 
elect 
nopo 
little 
trust 


antit 
polit 
bein: 
cent: 
the ¢ 
tion, 


mon 
to | 
proc 
coun 
with 
dist 


ever 
enfo 


DEC 










uted 
9 to 


odity 


ols 
Meters 


iding 2 
elting 





ise 






by Department of Justice 
November 27, 1959 


United States 
United States 
United States 


United States 
Jnited States 


United States v. 


v 
v 
v 
United States v. 
v 
v 


. Gasoline Retailers Ass‘n., 
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tion among Competitors. In the 
European common market each 
of the American Big Four tire 
companies will be competing 
vigorously for its share of the 
available business. But foreign 
tire producers operating in the 
same area will be able to hold 
meetings for the purpose of 
cutting distribution costs and 
giving each other assistance. 

In the domestic field, mergers 
of all kinds are receiving the 
closest scrutiny from the Anti- 
trust division of the Department 





Commodity 


Print. Equip. 
Non-fer.prod. 
Bag Making 
Print. Presses 
Copper Prod. 





Gasoline 


News. Deliv. 


Mattresses > ° r . — . 
ieiaieanien of Justice. This vigilance will be 
ceaatihcee intensified over the next few 
months. Several mergers are cur- 
Newspapers rently under study by the di- 
Petrol. Insp. vision, and it is expected that 


some new actions will be brought 


Gasoline 
Gymn. Bleach. soon. 

The lee y victories won by the 
Bank Vaults division in the du Pont-General 
Concrete Motors and Bethlehem Steel- 
Chemicals Youngstown cases have provided 
Asphalt, etc. the Justice Department with 
High Fid. Eq. precedents which it is exploiting 
Breath. Devices to the fullest extent. In the du 


Films for TV 
Milk & Dairy P. 


Pont-General Motors case, the 


department was sustained by the 
— Supreme Court in an action 
Chemicals brought many years after du 
Concrete Pont had acquired its substantial 
Paget interest in General Motors. This 
ine means that some mergers or 
acti ieitinn acquisitions long consummated 
Seid Geechee. may be attacked by the depart- 

ment, if it now feels that they 

















that there 


enforcement policy. 


no let-down in 
A Republican 


will be 


this energetic 
Administration 


cannot afford to go before the public with a record 


which 


indicates 


that it has lagged prior 


to the 


election in enforcement of the laws against mo- 


nopoly and price fixing. There has come to be 
little difference between the rival parties in anti- 
trust policies. 
Puts U.S. at a Trade Disadvantage 
It is unfortunate that the enforcement of the 
antitrust laws has become such an important 


political issue, for it can sometimes result in suits 


being brought which can not only 
centration of industry, 


stop the con- 
but which can also weaken 


the ability of our industries to meet foreign competi- 


tion, both here 


and abroad. 


Foreign cartels—operating in the European Com- 


mon Market as well as 
to divide up markets, 
products each company 


in other 
fix prices, 


will make in 


areas—are able 
decide 
a certain 


what 


country, and in other ways rationalize production, 


with accompanying 


savings in 


distribution. 
American manufacturers operating abroad how- 
ever, can expect no relief from the present vigorous 


enforcement policy 


DECEMBER 


which blocks such 


19, 1989 


production 


and 


coopera- 


are in violation of the law. 
The du Pont-General Motors 
decision also gave the department the right to 
attack vertical mergers under Section 7 of the 


Clayton act, whereas formerly it had been thought 
that this section applied only to horizontal mergers 
—that consolidations of two paper companies, 
or two oil companies. 

The Bethlehem-Youngstown case 
that the courts were inclined to give rather wide 
latitude to the antitrust laws. For the company 
created by this merger would have been substan- 
tially smaller than U. S. Steel, the leading producer. 

Bethlehem argued, without avail, that its acquisi- 
tion of Youngstown Sheet and Tube would have 
increased competition, rather than reduced it. It 
contended that the merger would bring Bethlehem 
into the midcontinent area on a much larger scale, 
providing greater competition for the other major 
producers in this area. 

Ever since the Bethlehem decision last year, the 
strengthened hand of the Department of Justice has 
permitted it to block several proposed mergers with- 
out even bringing suits in the courts. This has been 
accomplished through the advance clearance proce- 
dure provided by the department for proposed merg- 
ers. When notified that the department would not 
look with favor on proposed mergers, several deals 
were promptly dropped. (Please turn to page 382) 
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SPACE program lags. This is known to the Adminis- 
tration, the Congress and interested, outside agen- 
cies. Militarily, space navigation is not too important 
at this time. It has, however, tremendous propaganda 
value which cannot be ignored. Either we get abreast 
—or ahead—of the Russians, or we take a “back 
seat.” And that could hurt us in more ways than 
one. Most damaging would be the Russian-preached 
thesis that the United States is a backward, lagging 
nation; that Russia is to the forefront in science, 
consequently in the production of any and every- 








WASHINGTON SEES: 


Worsening foreign relations, in this Hemisphere 
and to the East, necessitate creation of a Govern- 
ment-sponsored Academy on Foreign Relations, 
just as we have military academies at West Point 
(Army), Annapolis (Navy) and Colorado Springs 
(Air Force). 

Missing from the picture is adequate training 
for those who would represent this country on 
the diplomatic front — men (or women, for that 
matter) who could, through diplomatic finesse, 
avert the shooting war; an area in which we are 
woefully deficient. Bluntly, our diplomatic repre- 
sentatives are chosen for their compaign con- 
tributions or for their social prestige. 


It adds up to a deplorable situation. Campaign 
contributuions and social status do not make 
diplomats of the highest order. England learned 
this long ago. She studiously trains her foreign 
service officers. We do not. 


The problem is having Congressional and Ad- 
ministration consideration. Either we have com- 
petently trained servants in our foreign service, 
or we have our present assortment of “socially 
acceptable” diplomats, few of whom can speak 
the language of the countries they serve — even 
less, who know the economic problems they face 
in their posts. 

Definite foreign service training would solve 
the problem. It may come in the next Session of 
Congress, and with White House support. 


















By “VERITAS” 


thing based on engineering accomplishment. We 
-an’t ignore the threat, nor do we offer, at this 
moment, anything of an encouraging nature to over- 
come it. Pentagon services feud with one another; 
our Space Administration agency feuds with Penta- 
gon; the President knocks no heads together, but 
goes off to Europe and Asia. We must wake up, 
take action—even at higher tax cost. 


STEEL strike settlement is “in the making,” accord- 
ing to labor-management relations experts here; 
not because the President issued a warning on the 
eve of his departure for Europe, intimating govern- 
ment action if strike is resumed January 26, but 
because both sides to the controversy have growing 
sense of public impatience that could be bad for 
each—could bring ground-swell of demands on Con- 
gress for legislation that would be tough on unions 
and companies alike. President can take no steps, 
other than persuasion, hence will have to seek new 
laws—one of which—compulsory and binding arbi- 
tration—is already prepared by the Department of 
Justice. It would have overwhelming grass roots sup- 
port, could be put through House and Senate in 
limited time. President is without Constitutional 
power to end the strike—harsh legislation, feared 
by both sides, is the only answer. A contract before 
80-day cooling off period expires is not an unreason- 
able expectation. 





RAILROAD dilemma seems headed for solution, and 
without a strike. Featherbedding is the issue. Here 
again, the President is minus Constitutional power 
to intervene or to halt a strike. Ace in the hole is 
his proven ability to swing public opinion toward 
the side of reason. It was his television appearance 
in behalf of the new labor (Landrum-Griffin) Act 
that forced Congress to pass the measure. In the 
meanwhile, rank-and-file railroaders—the men who 
operate the trains—have gone through an “agonizing 
reappraisal” of make-work contracts; realize that 
the practice has jeopardized their own economic wel- 
fare—conceivably could force railroads into govern- 
ment ownership, and the Federal government does 
no collective bargaining, permits to strikes. 
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Greatest Propaganda Effort In U. S. History got under way 
Friday, December 4, when President Eisenhower's orange 





and white jet transport touched down on Rome's foggy, rain- 
shrouded airport. On hand to cover the event with color 
news-reels, radio recordings, were no less than 75 











technicians from our U. S. Information Agency. Every minute 








of the President's travels, speeches and crowd reaction 























was visually and orally recorded. In turn, foreign language 
sound tracks will be dubbed into the news reels; foreign 
language translations will be made for the radio recordings. 
All will be rushed to remotest corners of the world. 

His entire tour is now available to audiences and spectators, 
often in a matter of hours for the films 
radio. Nothing was left undone in Herculean efforts to 
acquaint people everywhere with the personality that is 
Dwight David Eisenhower. It will cost yet uncounted millions 











minutes on 


of dollars, but the cost is estimated as "negligible," 


provided the President's impression on other 
peoples equals that he has made at home via 
radio, television and newsreels. 











A Preview of Congress is in Order — Not 
of the Congress itself, but what it faces, 
or may face on assembly next January 6. Our 
general condition calls for decisive 
action— make no mistake about that. We, in 
a Democracy, can turn to our national 
legislators for solutions of pressing 
problems. Administrative powers are consti- 
tutionally limited. No quick orders can 
come from the White House which can only 
Suggest or recommend. 























Pandora’s Box confronts the men of 
Capitol Hill. Not the least of their problems 
will be legislation to make impossible 
future work stoppages in basic national 
industries—steel, coal, transportation, 
oil, communications. Congress can readily 
legislate; the danger lies in hasty legisla- 




















abuses that endanger our well-being. 
History shows that legislation written in 
the heat of righteous anger rather than cool, 
composed resolution, may be productive of 
worse evils than those it is trying to 
correct 





Organized Labor, feeling it is "on the 
Spot," is now readying its own legislative 
program which will emphasize social reforms 








program its final gloss. Sensing that Labor 
must be "on guard" against what it chooses 
to call "punitive" Legislation, leaders 
feel that a program of "liberal" legislation 
will offset a major portion of the damage 
Labor has suffered in the public eye as a 

he public, which may be slow to forgive 
result of the steel strike. However, 
abuses of "big unions," still rankle the 
public, which may be slow to forgive 
and forget. 


Broader social security benefits, 
without increased taxation, will be 
accented, although there will be recommenda- 
tion that the taxable salary base be hiked 
from the present $4,200 to $6,000, this 
increase to finance medical and hospitaliza- 
tion benefits for retirees and those 
permanently disabled before retirement age. 
This will not be a new proposal but the 
sponsors believe it will have a good chance 
Since Congress has already enacted a low-cost 
medical care program for Federal employees. 














Other things to be included in a 
possible 10-point agenda will include lower 
interest rates on Federally-guaranteed home 
mortgages ; money for rehabilitation of 
industry in economically depressed areas ; 

a four-to-five billion dollar aid-to-education 
measure, both for class room construction 
and teacher salaries; broadened highway 
program; enlarged appropriation for civilian 



































rather than any softening of distasteful 
laws now on the books. It is to be revealed 
about January 14, after a 3-day meeting of 
AFL-CIO bigwigs who will give the projected 
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airport construction. These are a few on the 
social side of Labor's "ledger." There will 
also be recommendations for a single author- 
ity in our space-missile race with the 
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Russians, as well as more technical and 
economic aid for backward countries. 
Certain to be asked is a bigger voice for 
Labor in our foreign aid and foreign rela- 
tions planning. These, according to labor 
leaders' thinking, will go a long way toward 
rehabilitation of Labor's now somewhat 
sullied reputation. They are problems with 
which Congress will have to wrestle. 











On the tax front, the Solons will be 
confronted with demands for tax cuts but 
full maintenance of the revenue base. And 
this is exactly what the Ways & Means 
Committee has concluded an exhaustive study 
on. Between now and next January or February 
—possibly as late as Mid-March—the 
Committee will wrestle with the problem in 
the privacy of executive sessions. Confront- 
ing them is an Internal Revenue Code of such 
volume and so shot through with amendments 
(over 700 in the past 4 years) that revision 
and simplification—with equity—seems a 
presently impossible task. In sight, how- 
ever, is elimination of so-called loop holes 
and of what some would call "special and 
undue privilege." Certain to be "axed" are 
entertainment expenses, depreciation 
allowances for mineral industries. They 
won't be completely eliminated, but there 
will be new definitions, new regulations 
and certainly reductions. On the favorable 
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schedule of depreciation costs for indus- 
trial machinery and equipment. 
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of a general and overall excise tax at the 
manufacturer's level—perhaps as high as 
seven percent and even applicable 

to professional services not now taxed. Such 
a tax, according to experts who have 
participated in the Ways & Means studies, 
could bring about reductions in the indivi- 
dual and corporate rates—five percentage 
points for each. It is a proposal which has 
considerable Support within the Committee, 
with some reservations ; among these that the 
personal exemption of $600 be eliminated. 
But hand-in-hand would go a scaling down of 
the progressive income tax on individuals— 
perhaps a 50 percent maximum as against the 
now 91 percent top. 

















It is too early to say exactly what the 
final revenue bill will look like, but those 
conversant with attitudes of the Ways & Means 
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Chairman, Wilbur D. Mills, Arkansas Deno- 
crat, and those about him, even this early, 
sense: 1. A complete overhaul and simp1li- 
fication of the Internal Revenue Code; 

2. A broadening of the tax base without 
dislocation or disruption of business and 
industry, and 3. Increased Federal revenue 
which would lead to balanced budgets, a 
lessening of the National debt and curtail- 
ment of inflation. 




















Elsewhere on the Congressional Scene is 
a plethora of problems. Some fall within 
direct province of Congress itself; others, 
normally, would be handled by quasi-judicial 
agencies of Washington's marbled mazes of 
bureaucracy. The agencies, however, have 
dragged their feet. Congress may feel that it 
is time to exercise its legislative and 
appropriations prerogatives and "get into 
the picture." 











Foreign relations, including economic 
and military aid, will have careful Capitol 
Hill scrutiny. High on the Congressional 
agenda in these areas are our rapidly 
worsening Latin-American relations—includa- 
ing Communist infiltration to the South; 
rapidly expanding evidence of waste in our 
overseas aid. Further, the Solons will look 
with jaundiced eye upon Russia's peaceful 
overtures, asking if these might possibly 
be back of seeming Administration indiffer- 
ence to our faltering missile and space 


progress. 















































Add it all up—and we haven't mentioned 
the television and radio scandals which 
may bring thorough probes of advertising, 
including press and periodical—and we come 
up with a painting of confusion, a Con- 
gressional load which may not be properly 
carried in the haste to adjourn before the 
National political conventions. Labor, 
taxes, bigger and better social programs, 
a plethora of investigations. 














Sir Winston Churchill probably would 
phrase it this way: Never so much to do, with 
so little time in which to do it. However, 
it can be done, according to reliable 
Congressional sources who emphasize that 
part of the burden will be on Congressional 
constituencies who must let their views be 
known—not through lobbies but through 
individual contacts, mail or personal, with 
their national legislators. 
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MEXICO REVISITED 


—An keonomic Report on Progress 
In Areas off the Beaten Path 





By V. L. HOROTH 


EXICO has always had a special attraction for 

me. Few countries offer such a fascinating 
blend of the old and the new in a dramatic setting 
of tropics, deserts, and volcanoes. Reminders of the 
old colonial world are never far away. But there is 
also the new Mexico, making great strides in eco- 
nomic development in every direction and molding 
its people into new social classes. One is aware of 
the struggle with vexing problems and, at the same 
time is captivated by the rise of a new world. Indeed, 
in many respects Mexico is a proving ground, from 
which other developing countries in Latin America 
can learn. 

As one drives through small towns, past graceful 
sathedrals hidden behind exotic trees, there is al- 
ways plenty of fiesta and siesta spirit—especially on 
market days. But there are changes. The country 
folks who used to trot along the highways in olden 
days, now arrive in comfortable modern buses. In- 
stead of patient burros, heavy trucks now make 
their way through milling fiesta crowds. Handicraft 
displays are being crowded out by the products of 
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Mexican factories—froia radios and tooth paste to 
blue jeans and paper towels. And Coca-Cola and 
Pepsi-Cola have taken over as the national drinks 
of the younger generation. 

Changes are taking place everywhere. Perhaps the 





most remarkable of the m—appre ciated chie fly by 
those who knew Mexico a generation ago—is the 
rise of the middle class. This is the class that has 


contributed to the political stability of the country 
in recent years and that has helped to develop the 
Mexican brand of democracy. 

This class has raised its standard of living to a 
point comparable with that of some European coun- 
tries. But much remains to be done. A large segment 
of the country—perhaps more than half—centered 
largely in the southern States and the roadless moun- 
tain areas, still lives near the subsistence level, con- 
tributing little to the country’s economic life. When 
this segment is eventually integrated into the na- 
tional life, Mexico’s market for industrial products 
should expand materially. This expansion should 
also be aided by the expected addition of some 12 
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million customers to the pres- 
ent Mexican population of 3 
million during the ’Sixties. 

It is, in a way, unfortunate 
that the majority of the 800,- 
000-or-so Americans who now 
visit Mexico annually, tend to 
bring home a somewhat slanted 
view of our southern neigh- 
bour. Many of them merely 
visit border towns, which are 
glorified honkeytonks. Some of 
these cities, however, like Ti- 
juana and Mexicali—each with 
a population of 150,000—have 
attracted an amazing number 
of industrial and commercial 
establishments. 

Other American tourists con- 
centrate on Mexico City, Aca- 
pulco, and such “national mon- 
ument” cities as Taxco and San 
Miguel de Allende. Greater 
Mexico City, with its popula- 
tion of almost 5 million, is one 
of the true metropolitan areas 
of the Western Hemisphere. Its 
towering skyscrapers, its mod- 





ern residential areas, its University City, and its 
sprawling industrial suburbs are a living monument 
to Mexico’s accomplishments during the past three 


decades. 


But from the Mexican viewpoint, there has been 
around Mexico 
City, overtaxing its industrial water supply and 
other public facilities. To avoid industrial over- 
crowding and to mitigate underemployment in rural 
areas, the authorities have been encouraging indus- 


excessive industrial 








360 


320 


300 


MEXICO: 


Growth of Industrial Production — 
Nat. Income and Population 1939-1958 
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concentration 


The area is served by the Pa- 
cific Railway and the Pacific 
Highway, the latter having 
been opened for through-traffic 
about five years ago. 

The Mexican State of Baja 
California is the most rapidly 
growing of the lot, its popula- 
tion having increased six-fold 
during the last two decades. It 
is a playground for ever-grow- 
ing numbers of vacationers 
from neighbouring California, 
U.S.A. Where water can be 
brought to the parched soil, as 
in the areas bordering our own 
Imperial Valley, Baja Califor- 
nia has developed flourishing 
cotton, vegetable (tomatoes), 
and fruit (olives) growing in- 
dustries, all of which are im- 
portant factors in the diversi- 
fication of Mexican exports. 

The building of dams and ir- 
rigation works has trans- 
formed many sections of the 
broad plain stretching along 
the Gulf of California. Nearly 


214 million acres have been brought under irrigation 
there during the last few years, a network of roads 
has been built, and ports developed. Formerly a 


subsistence area, barely able to feed itself, the 


wheat producer. 


trial dispersion. But to do this effectively, electric 
power generating and transportation facilities must 


be improved. This means that many rural areas, off 


the beaten tourist path, are in 
for a greatly quickened tempo 
of changes. One of these areas 
is Mexico’s Pacific Northwest. 


The Northwest — 
The Fastest-Growing Area 


A few months ago, when I 
had the opportunity to revisit 
Mexico, I decided to pay a fly- 
ing visit to this area which is 
supposed to be the fastest- 
growing section of the country. 
The Mexican Pacific Northwest 
includes the States of Baja Cal- 
ifornia, Sonora, Sinaloa, Nay- 
arit, Chihuahua and Jalisco 
with a combined population of 
about 514 million—more than 
double what it was in 1940. It 
stretches some 1,500 miles 
from the California border to 
Guadalajara, the second larg- 
est city of the Republic (well 
over 500,000) and one of the 
foremost industrial centers. 
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Stirring activity 








MEXICO: 
Growth of Manufacturing, Construction 
Mining & Petrol. Production 
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Mexican Northwest has become an important sur- 
plus food-producing area, and even contributes ma- 
terially to exports (cattle, tomatoes). The State of 
Sonora, which is in many respects a southward ex- 
tension of Arizona, is now the leading Mexican 


Rolling South 

is evident everywhere as one 
rolls south over the Pacific 
Highway from Mexican No- 
gales, a sizable border town, to 
Hermosillo (over 80,000), the 
-apital of Sonora, with its in- 
numerable repair shops servic- 
ing American farm and mining 
equipment, as well as fertilizer 
and insecticide factories. The 
next large city, Guaymas, is 
one of Mexico’s leading fishing 
centers, with large shrimp- 
freezing plants. 

Farther south, the highway 
skirts the cities of Obregon and 
Navajoa, each with about 80,- 
000 people, in the midst of a 
vast area planted with rice, 
sugar cane, tomatoes, alfalfa, 
and citrus fruit. This partic- 
ular region reminds one of 
California rather than Mexico. 
Another rapidly-growing agri- 
cultural and industrial center 
is Culiacan (some 75,000), and 
finally Mazatlan, a great port 
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Foreign Investments in Mexico 
i - (Million of dollars) 
i Overall Foreign Investments U.S. Direct Invest. 
: Manufac- Utili- Reinvest- 
turing ties Commerce Mining Others(a) Total Total Earnings New Cap. ment 
|| 1938 26 140 16 128 145 456 | 
1945 85 137 38 163 161 456 584 286 
1950 148 137 70 112 99 566 415 44 25 15 
; 1952 225 160 116 160 68 729 490 61 10 29 
1953 258 173 117 165 76 789 514 47 7 17 
1954 278 189 116 163 88 834 524 45 14 ( -4) 
1955 315 204 119 71 110 919 607 64 51 34 
i} 1956 363 213 180 189 115 1060 690 80 28 46 
1957 413 231 218 211 127 1200 765 77 39 36 
1958 781 69 (—12) 27 
(a)— Oil, agriculture, construction; communication. | 
EE —— F een ee 











in a tropical setting. 

From Mazatlan the great Pacific Highway turns 
inland to its southern terminus, Guadalajara. Even- 
tually the highway is to be extended along the coast 
to the ports of Vallarda and Manzanilo and on to 
Acapulco. This is a coast with splendid beaches, fine 
scenery, and a wonderful winter climate, where 
hundreds of Acapulco-like winter resorts could be 
developed. Indeed, American and Mexican capital is 
already reported taking options on large stretches 
of this “Mexican Riviera”, in anticipation of the 
days when winter vacationers and retired people can 
no longer be inexpensively accommodated in Florida 
and the Caribbean spas. But even if vacationers 
from the North fail to materialize, there is a possi- 
bility that the growing Mexican middle class will 
come to enjoy their western seacoast. Incidentally, 


ing all kinds of food products. This is also one of the 
areas which benefit from industrial dispersion. 


Old Growth Momentum Resumed 


The impre ssion that one brings home from Mexico 
is simply this: the country has more confidence in 
its future than it has had for some time. Business 
is good and industrial production during the first 
eight months of this vear is up at least 7 per cent 
from last year’s level. The country is planning a 
huge expansion of the petrochemical industry and 
extensive public works—new highways and new 
hydroelectric plants. In general the old momentum 
of vigorous economic growth seems to have been 
restored. 

All this is in sharp contrast with the situation two 
years ago, when Mexico faced a somewhat uncertain 
future. A serious imbalance de- 













































































Mexican passenger car owner- 
ship stood at 375,000 at the end veloped in its international 
of 1958, having more than : cortege - payments in the summer of 
loubled in less than a decade. eentne Tam, Sate Rane ane 1957, resulting in a drain on 
‘ Tourist Spending (net) : g 
; _ co gold and foreign exchange re- 
—nyrnealieedl es q serves. Some of the unfavor- 
The road from Guadalajara ( * able factors were beyond Mex- 
northeast, toward the U.S. bor- 1000 Imports . ico’s control: the drop in com- 
der, passes through another j modity prices that followed the 
rapidly-growing industrial re- 800 ~ % + Suez crisis, and the oncoming 
gion, the “Bajio.” There is an .— recession in the United States. 
extensive depressed plain right “~ 4 Exports Both of these developments cut 
in the middle of the great cen- 600) 17 into Mexico’s foreign exchange 
tral plateau, surprisingly rich earnings from merchandise ex- 
agriculturally, but dreary from 400 ports and tourist trade. At the 
the tourist viewpoint. This vast same time the country was un- 
plain is interspersed with rap- 200 der pressure to import more 
idly-growing industrial cities— food because of a succession of 
Iraquato, Celaya, Leon, Guere- poor harvests. Other imports 
taro, and Dolores Hidalgo — 50 ar a were high too, reflecting the 
each with a population of from large public works program 
50,000 to 100,000. 600 . . . and booming private invest- 
A great many American cor- pt her ig Spending (net) ment activity, financed largely 
. + 3s WK Trade Deficit " se wag rT ‘ . 
porations have subsidiary 400 : " by bank credit. With wages 
plants in this area. There is a . and costs rising, and a presi- 
huge oil refinery near Salaman- - dential election ahead, the 
ca connected by pipeline with 200 }—- Mexican peso became subject 
the rich Poza Rica fields in the to all kinds of rumors. A capi- 
State of Vera Cruz. One sees 0 tal flight was set off, adding to 
modern plants of Mexican agri- 50 52 54 56 58 60 strains on the balance of pay- 
cultural cooperatives, process- ments. (Please turn to page 375) 
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An Expert Appraises 1960 Outlook for 


THE AUTOMOBILE INDUSTRY 


By HAROLD FISHER 


> Dollars-and-cents effect of steel strike on each of the Big 3 . . . Outlook for production 


and sales in 1960 


> Can American Motors retain its current strength . . 


. and Studebaker-Packard hold its 


surprising gains when the Big 3 swing into full production? 
Who is likely to be the winner in the small car field under domestic and foreign 


competition? 


> Earnings-dividend position and outlook for the individual companies 


full-scale test of the demand for auto industry’s 

1960 model cars has been postponed by the 
shortages of steel and of new cars resulting from 
the 114-day steel strike which ended Nov. 7. 

If the strike had not occurred, a clue would have 
been obtained by this time of the depth of the de. 
mand for the new compact cars offered by General 
Motors, Ford and Chrysler. Some general estimate 
would have been available as to the extent to which 
these new small economy cars would cut into the 
demand for the larger cars made by the Big Three 
of the auto industry—such standard-size cars as the 
regular Chevrolet, Ford and Plymouth, and the vari- 
ous medium priced cars of the major producers. 

Advance estimates had indicated that a demand 
would exist in 1960 for about 1.7 million compact 
cars—General Motors Corvair, Ford’s Falcon, 
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Chrysler’s Valiant, American Motors’ Rambler, and 
Studebaker-Packard’s Lark. But the validity of those 
estimates will not be tested until car production 
rises to high levels. and until dealers are able to 
accumulate a normal thirty-day inventory of the new 
compact cars. It is likely that either because of pro- 
duction problems, or because of the keen demand, 
that dealers will not be able to build up a normal 
inventory of compact cars at any time in the first 
half of next year. Hence, it will be difficult to ap- 
praise the full impact of the compact cars on the 
auto market for several months at least. It will not 
be possible to tell to what extent, if any, the medium 
priced cars will find their demand shrinking, nor 
will it be easy to ascertain to what extent the estab- 
lished compact car brands of American Motors and 
Studebaker-Packard will be affected by the new Big 
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Earnings 
Net Sales Per Share 
1957 1958 1957 1958 
(Millions) 
American Motors ** ........ $ 362.2 $ 470.3 d.$ 2.12 $4.65 $ 
Clarysler  ..........sccsserceseseeess 3,564.9 2,165.3 13.75 d 3.88 
een 5,771.3 4,130.3 5.19 1.75 
General Motors ...........- - 10,989.8 9,521.9 2.98 2.21 
Studebaker-Packard ........ 213.2 180.6 4.1.73 d.2.03 


*—Based on latest dividend rate. 2—Plus stock. 
d—Deficit. 








American Motors: On current profitable basis, aided by appliance 
division. Faces keen 1960 competition. 3 for 1 stock split proposed by 
directors. B1 


Chrysler: Steel strike adverse to 1959 operations. If settled could 
multiply 1960 Valiant output, but company faces tough competitive 
market. BI 


Ford Motor: Own steel supplies enabled company to get jump on 


C—-Speculative. 


RATINGS: A—Best grade. 
D Unattractive. > 


B—-Good grade. 





Three competitive cars. 

Before the strike made its full effects felt, it was 
already clear that the new compact cars were enjoy- 
ing a most successful introduction. Public interest in 
the cars was strong. Floor traffic in dealers’ show- 
rooms was heavy, and a record-breaking fourth 
quarter appeared to be shaping up. 

The steel strike has converted 1959 into a dis- 
appointing year for General Motors and Chrysler. 
But it has enabled American Motors and Stude- 
baker-Packard to solidify their position in the in- 
dustry. For Ford, the strike was a mixed blessing— 
this company lost some production as a result of 
steel shortages, but its possession of its own steel 
plant enabled it to keep car and truck output at a 
relatively high level, and thus edge Chevrolet out of 
its top-ranking position for 1959 as a whole. 

The shortages of steel resulting from the July- 
November shutdown of the major steel plants will 
mean subnormal auto output at least until February. 
If the steel strike is not resumed at the end of the 
80 day Taft-Hartley injunction, late in January, all 
of the auto and truck producers should go on to a 
rather satisfactory season. 

Auto production is being resumed this month by 
General Motors and Chrysler. But output will not go 
above 450,000 cars, whereas if there had been no 
steel strike, at least 650,000 cars would have been 
produced in December. In all, steel shortages have 
cost the auto industry the production of 700,000 cars 
in the fourth quarter—100,000 in October, 400,000 
in November, and 200,000 in December. Instead of 
producing 6.2 million cars this year, the total will 
be only a little over 5.5 million. This is still a good 
gain over the 4.2 million cars produced last year. 
But for General Motors and Chrysler, which sus- 
tained nearly all of the production loss in the fourth 
quarter, earnings for the year will be well below 
what might have been expected. 

The reduced production has meant lower total 
retail sales than had been expected in the fourth 
quarter. The industry had just launched its heavy 
advertising program in behalf of the 1960 models 
when the strike caused production cutbacks. The 
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Five Leading Automobile Manufacturers 


1,486.1 1,964.3 45.18 2.73 1.00 7258-44 64 1.5 
2,682.9 3,991.2 .02 6.19 2.80 
6,744.2 8,857.1 1.39 2.55 2.00 
1_Year ended September 30. 


**—-3 for 1 stock split proposed subject to approval of stockholders Feb. 3, 1960. 
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- Ist 9 Months — 1959 






Earnings Per Div. Recent Div. 
Net Sales Share Per Price Range Price Yield 
1958 1959 1958 1959 Share* 1958-1959 % 
(Millions) 


470.3! $ 869.8! $4.65! $10.16! $240° 967%- 8 85 2.8% 


85-37% 79 3.5 
58%-33% 52 3.6 


92.0 284.9 d.3.50 2.40 29%a- 2% 21 


GM and Chrysler. 1959 earnings ore outstanding and outlook for 1960 
is promising. Al 
General Motors: 1959 car production considerably below normal out 


put. Ovtlook hopeful for 1960, barring further strike. Strong trade 
position and diversification point to mantenance of leadership. Al 


Studebaker-Packard: Company's status still unproved in competitive 
market, and current high earnings subject to dilution by large issue of 
convertible Preferred. C1 

Improved earnings trend. Lower earnings trend. 
Sustained earnings trend. 





advertising and promotional program was sharply 
reduced when steel shortages made their effects felt. 
Dealers, with low stocks of 1960 model cars, have 
dropped sharply competitive selling methods, and 
instead have been seeking a full mark-up on new 
cars. They have been getting prices well above what 
they would normally realize at this time of the year. 
Under these conditions, many buyers have preferred 
to postpone their purchases until dealers will be 
willing to offer substantial discounts on 1960 model 
cars. 
Production and Sales Looking to 1960 

Hence, it is hoped that at least part of the pro- 
duction and sales lost as a result of the steel strike 
will be translated into larger volume in 1960. The 
factors which point to a favorable year in 1960 in- 
clude the following: 

& The new 1960 models—particularly the com- 
pact cars offered by all of the manufacturers—had 
received an excellent reception before the steel short- 
ages curtailed volume. Total sales in October had 
been running well ahead of the same month of 1958, 
and it is likely that this performance would have 
been continued, if materials had remained in normal 
supply. 

& While economic activity is at a higher level 
than it was in late 1958, and this normally means 
higher car sales, although shortages of new cars 
will tend to restrict car sales for several months. 

& The introduction of new compact cars by the 
Big Three apparently will result in a “plus” market 
for the auto industry. Some sales of medium priced 
cars may be lost because buyers will switch to com- 
pact cars, but on balance, the offering of smaller 
cars in a lower priced category may add a net total 
of several hundred thousand cars to the auto indus- 
try’s output in 1960. (But what it will mean in 
terms of profits is another matter.) 

®> Dealer inventories are at an extremely low 
level, and these will have to be built up through 
the first half of 1960. Dealer stocks Dec. 1 were 
well under 400,000, compared with 976,000 on Aug. 
1, 1959, and they may be still lower on Jan. 1, 
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1960. 

The auto industry, for the first time in several 
years, has held the line on prices for 1960, to stimu- 
late sales. This move was based on expectations 
that the steel industry would be able to make a non- 
inflationary settlement. If steel prices go up sharply, 
auto prices, too, may have to be raised. But at the 
moment, it appears that steel prices will not be 
raised in the near future, and that auto prices, too, 
are set for the next year. As a result, domestic cars 
are able to offer stronger competition to foreign 
cars, as well as to other discretionary purchases. 

If the auto industry achieves the optimistic fore- 
cast of a 7 million car year in 1960, this would make 
it the second best year on record. In 1955, when 7.2 
million cars were sold, the all-time peak was set. It 
is now generally conceded that 1955 was a year of 


heavy over-production. 
Sales Outlook 


Many potential car buyers have postponed new 
vehicle purchases for two years or more. In 1958, 
domestic car sales were far below normal—totaling 
only about 4.5 million—because of the general busi- 
ness recession. In 1959, part of this deficit would 
have been made up, if the industry had been able to 
make the 6.2 million cars which had been projected. 
Hence a strong potential demand has been built up 
for 1960. With the broadened product line offered 
by the vehicle makers—including four new compact 
cars and at least one more to be offered early next 
year—there is every hope that this demand will be 
translated into top sales, if the steel plants remain 
in production. 

The Independents vs the Big Three 
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The results for 1959 show that 
the two leading independents, 
American Motors and Studebaker- 
Packard—are strongly back in the 
running. As the first producers of 
compact cars in this country, they 
have been enjoying good con- 
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sumer acceptance for their prod- 
ucts such as has not been won by 
an independent company in over 
thirty years. 

But it must not be overlooked 
that if the steel strike had not 
occurred, American Motors and 
Studebaker-Packard would have 
met considerably tougher compe- 
tition. General Motors was able 
to make a paltry 57,000 Corvairs, 
up to Dec. 7. It was forced to sus- 
pend assembly of these new cars 
on Nov. 11. General Motors, ever 
since its introduction of the Cor- 
vair early in October, was pre- 
vented from building up produc- 
tion schedules. The very favorable 
reception accorded this car by the 
public would have warranted a 
sharp increase in production, but 
this was blocked by the steel situ- 
ation. Next year, if enough steel 
is available, Corvair output may 
total 400,000 units. 

Similarly, Chrysler has been 
able to make only 8,500 new com- 
pact Valiant cars, up to Dec. 1. 
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It would have made several times 
as many, if it had not run out of 
steel. Valiant will be aiming for 
output of 250,000 units in 1960, 
but steel shortages may be the 
big obstacle. 

Ford, with about 60,000 new 
compact Falcons produced up to 
Dec. 1, has fared better than the 
other members of the Big Three, 
because it was able to use sup- 
plies from its own steel mill. But 
even Ford could have made many 
more Falcons, if steel had been in 
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plentiful supply. Next year, Ford 
(Continued on Page 378) 
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Note. For your information, and in accordance with P.O. regulations, the following an- 


nouncement runs on pages 355 through 358. The next succeeding editorial page is 359. 
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Our Important New Book 


o WHAT THE INVESTOR 


SHOULD KNOW 
—To Meet the Challenge 
of 1960 


By the “‘Specialist”’ Staff of The Magazine of Wall Street 


The business-investment book we offer you this year is of out- 
standing usefulness—designed to serve you in maintaining 
... and continuing a sound profitable investment position in 
the decisive year ahead. 
Highly realistic—informative—and sophisticated, it analyzes and evalutes— 
clearly and simply—the economic and political forces shaping up in the world 
today—emphasizing their effect on our economy, on industry . . . how they will 
affect you as an investor. 
The 3 strategic plans for handling your investment funds will give you carefully 
worked out flexible programs to meet conditions to prevail in 1960. 


Our demonstrated skill in recognizing changing trends and their investment implications, makes this book— 
combined with a year’s subscription to The Magazine of Wall Street—an investment service of the first rank, 
that can be worth thousands of dollars to you in investment capital—in sense of well being. 


OUTLINE OF CONTENTS 


PART 1—World Forces on the Move—and Trends in 


the Making 


@ Position of the United States under Political-Economic 
Pressures from Soviet Union . . . New Considerations in 
Growing Menace of Red China for Russia and U.S.A... . 
Impact of Struggle between India and Red China for 
Heart of Asia 

@ Effect of Mounting Political Tensions from Over-popu- 
lated—Underfed Areas . . . Where Intensified by Prob- 
lem of “Exploding” Populations . . . Economic-Political 
Unrest in South America . . . and New Dynamism of an 
Awakened Africa. 

@ Repercussions from Conflict of Interests Among Western 
Powers . . . Effect on American Companies of Canada’s 
Growing Resistance to Outside Control of her Natural 
Resources 

@ Shifting Emphasis on American Investments Around the 
World . . . Our Stake in Western Europe . . . Impact of 
New “Buy America” Loans . . . Raising of Import Restric- 
tions on U.S. Products by European Common Market— 
Outer-7—and Japan 

@ The Varying Impacts on U.S.A, of Financial-Economic 
Adjustments Around the World 


PART Il—State of the Nation As We Enter 1960 


@ Financial-Economic Trends in the Making as Inflation- 
Deflation Imbalance Persists 

@ How to Meet New Problems Posed by Huge Government 
Financing of Maturing Bonds Under Higher Interest Rates 
. . » Declining Gold Reserves . . . Government Spending 
Under Political Inconsistencies of Presidential Election 


Year 

@ Profound Political Significance in Combat for Place—as 
Industry Unites to Challenge-Union Leadership Reaching 
Out for Supreme Political and Financial Power Over our 
Economy 

@ Unions’ Disadvantageous Position Under Trend Away from 
Socialism and Tax Pressures of Costly Bureaucratic Con- 
trol—Toward Total Free Enterprise with Retention of 
Beneficent Welfare Provisions Sans Politicking 


PART llI—A Bust Before the Big Boom?—or—Can It 
Be Avoided? 


@ Appraising Financial and Productive Position of Industry 
in U.S.A. ... Strength of Our Banking Structure—Other 
Enormous Financial and Physical Assets vs. General De- 
cline in Public Standards of Conduct 

@ How to Minimize a Severe Depression—To Put Us on the 


High Road to Share in the Great Era of World Expan- 
sion that Looms Ahead 

@ Extent to Which U.S. Industry Abroad—through Invest- 
ment—New Mergers—and Branch Plants—Are Further- 
ing the Process . . . and Building Trade Advantages for 
the United States 

@ Advantages and Disadvantages to the Investor in this 
World Trend Toward Big Industry 

@ Practical Measures . . . Swing to Synthetics to Provide the 
Low Cost, Badly Needed Energizing Food—Clothing— 
Housing—and Other Products to Meet the Needs of Mar- 
ginal Incomes 


PART !V—What the Investor Should Look for Today 


@ Why Management is the Most Important Investment Fac- 
tor in These Times . . . With Financial Strength—and 
Earning Power Next 

@ Comparing Factors of Strength and Weakness in Indi- 
vidual Companies . . . Contrasting Their Methods and 
Areas of Expansion, Diversification and Product Mix 

@ Appraising Position of Various Companies ... (1) Those 
Who Have Seen the Peak of Earning Power and Reasons 
Therefor—(2) Great Companies Where Earnings Will 
Be Lessened Through New World-Wide Competition— 
Substitute Products—Political Factors—and Other Con- 
siderations—(3) Where Static or Declining Tendencies 
Now Exist 

@ Leaders of Tomorrow . . . Old Established Companies in 
a New Phase of Growth—Dynamic Newcomers Forging 
Ahead Through New Processes and Products 


PART V—Securities Markets Looking to 1960 


@ Holding—Selling—and Buying Stocks on Market Action 
of Individual Companies—vs. the Highly Misleading Aver- 
ages 

How the Market will Appraise Stocks with a Low Return 
on the Shift in Money Rates 

Kind of Bonds to Buy for Profitable Investment and a 
Good Return . . . Type of Issues that Spell Loss 
Employment of Cash in the Right Kind of Interest- 
bearing Short-Terms 

Use of Professional Methods and Techniques to Safeguard 
your Invested Capital—Profits—to Minimize Loss 


Strategic Plans for Investment in 1960 


@ For the Businessman—For the Retired Individual—For 
the Young Executive 


@ Portfolios for Investment of: $10,000; $25,000; $50,000 


— Hse Onder Form on Next Page 












Of Exceptional Value Joday... 


1960 EARNINGS-DIVIDEND OUTLOOK 


* 


FOR THE UTILITIES 
—An analysis in depth 


By Owen Ely 


Phis outstanding appraisal deals with the various utilities in 
three distinet categories—their divergent conditions region- 


ally —which companies are in a growth position—those likely 


to lag—changes in rate structures—legislation—financing 
utility investments in a changing money 


and, importantly, 


market. Earnings-dividend potentials will be 





carefully evalu- 


ated, with pertinent comments, text and tables on the current 
position and 1960 outlook for the individual companies. 


1960 — BOOM YEAR 
for BANK STOCKS? 


By William Amos 


This expert study will tell vou whieh banks 
in the East—Middle West—on the Coast— 
have the best outlook in the light of high 
money rates and large demand for credit— 
banks where funds available for loans are 
inadequate to take 
mands, 


advantage of heavy de- 
This feature—aceompanied by our 
side-by-side breakdown and comparison of 
the new 1959 annual statements—indicate 
which banks are in the strongest position, 
with the most promising earnings-dividend 
potentials, : 
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Can MEAT PACKERS 
Maintain 1959 Gains? 
By J. C. Clifford 


Last vear the better times we fore- 
east for the meat packing indus- 
try materialized. We now re- 
examine the results of new type 
diversification and distribution— 
outlook for cattle marketing- 
prices—labor costs . . . showing 
the varving position of individual 
companies — with side-by-side 
breakdown and analysis of 1959 
annual reports and a projection 
of earnings-dividend outlook for 
1960. 
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1960 Previy J: 
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WHICH §D JS) 
BEST PRGP :C1 


By Geog. fathi 


Ww OFFER 


Varying Outlook for Major Industries--gh our 

prospects. In a practical manner we willgig! on | 
recession vs. growth ... the new producgnd indu 
ones, We will tell you clearly which indies are 
—which will record improvement over§59—w! 
growth prospects for 1960. . 


—Rails —Tobaccos —L its 
—Oils —Building —Meb 

—Foods —Utilities —M tT 
—Motors —Chemicals —Te 


Gauging 1960 Company Progects b 
Order Backlogs—New Orders -vento 
By Ward Gates 


Of all the indicators of economic actidy, prob 
nothing gets to the heart of the matterquicker 
a good look at new orders—inventori@—and | 
logs of unfilled orders. In this down-to-¢rth ana 
we give you a realistic picture of the st@is of th 
dividual companies—to show where bcklogs 
new orders are high—and where theyare run 
behind . . . in a way that indicates th contra 
earnings-dividend outlook for the — 








An Analysis in Depth of the 
Three Presidential Messages 


State of the Union—Economic—Budgé— 
Revamping of Entire Tax Structure 


By Wm. E. Butler 


Part I—January 16th Issue: A discerning intrpreta- 
tion of the President’s report on where the tountry 
stands after seven years of his administration .. . the 
steps he recommends to meet new challenges—and to 
what extent Congress is likely to go along in such vital 
areas as Defense-Missile Spending ... Labor ... State 
Aid ... Farm and Other Subsidiaries . . . Tariffs . . - 
Domestic and Foreign Trade. 


Part Il—January 30th Issue: In this section we will 
analyze coming major budgetary changes . . . federal 
income and outgo . . . individual and corporate tax 
prospects . . . inflationary-deflationary aspect: 

foreign aid—with a precise analysis of the Presi dent’s s 
economic program and his plans for short-term and 
stand-by economic aid. 
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CH §D JSTRIES— 
PREP :CTS FOR 1960 


By G. og. \fathis 


tries--§h our specific estimate of 1960 business 
ve willgigh on balance the factors of stability . . . of 
roducgnd industries taking up the slack of retarded 
h indies are likely to encounter serious problems 
| over§59—which offer the brightest earnings and 


—Liqgs —Steels —Aviation 
—Mee —Machinery —Merchandising 
ae —Papers —Equipments 
—Toe< —Rubbers —Among Others 


Progects by * Should the 


ers -bventories Value of the Dollar 
Rest on Gold 
* actify, probably —Or on Our Real Wealth? 


1atterquicker than 
and back- 
rthanalysis This fascinating discussion 
sof the in- deals with the realities of 
cklogs and world expansion and breadth 
theypre running of capital needs—the values 
es thf contrasting of our assets as compared to 


By Paul J. Maynard 






e companies. the decline in the value of the 

dollar ... and asks what is 
f h better—revisionof out-moded 
Tf : ; 

ideas—or submit to the cost 

agei of eventual devaluation. 
Budge— 
tture 


BEHIND the SCENES 
1g interpreta- in WASHINGTON 


- the tountry 
ation... the By “Veritas™ 


nges—and to Not i ‘“ 
. ° : "WS é ( FOSS — é “aie 
i onl ial ot just news and gossip—but areal 


bor... State istic analysis of Inside-Washington 
. Tariffs... polities — economic planning — 
taxes—budget—that will keep you 
tion we will realistically informed ahead-of-the- 
...federal news on the steps taken toward 
orporate tax economic stability and security—on 
yr developments in the tremendous 
rt-term and Struggle for power at home—and 
the international political game. 
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A Famous Market Analyst 
Appraises and Forecasts Security Market Trends — For You 








This alive and alert appraisal of market movements has 
earned an outstanding reputation for accurate fore- 
casting during the difficult markets of the past 5 years. 












You will find this forecast invaluable at this time—and of continuing 
value and practical usefulness throughout the next 12 months—when 
securities in all categories will have to be carefully assessed against the 
favorable or unfavorable factors under major economie—industrial— 
political shifts. Timely and realistic—it will keep you abreast of the 
major forces at work in the market against a background of the strong 
and weak spots in a cross-section of American industry—and the com- 
panies involved. 


* Our Highly Accurate Business Trend Forecaster 


By Business Analyst Staff 











—Successfully projects na erystal clear manner, our Business Trend 
—trendsin business Forecaster predicted the 1957 decline—the 
3to4 months ahead bottoming out in March 1958—and the strong 

recovery in 1959 carrying right up to the steel 
strike. By itself it is worth several times the cost of a year’s subscrip- 
tion, for it gives both the businessman and the investor a seund basis 
for planning ahead. 











Planned Around-the-Year 
Stockholder and Investor Service... 


S-Poiut Program 


For that necessary continuing check on the securities you own. 







Our Annual Industrial-Investment Reappraisals 
of Companies in Major Industries 







(a) WHAT ANNUAL REPORTS REVEAL—With our original side-by-side 

breakdown and analysis of individual company statements—and a 
projection of earnings-dividend trends. 
INDUSTRY-BY-INDUSTRY .. . We cover latest scientific and tech- 
nological advances—competition on new and revolutionary prod- 
ucts—and tell which companies are moving ahead—uwhere static— 
declining. 
INVESTMENT-WISE .. . Comprehensive reference tables—with com- 
ments—will give you a concise and pertinent picture of the position 
of the individual companies—and the varying earnings-dividend 
status and outlook. 

b APPRAISAL OF FIRST, SECOND, THIRD AND FOURTH QUARTER EARN- 

( ) INGS REPORTS—Where we probe behind stated figures and call 
attention to changes that will affect future earnings favorably or 
unfavorably—produce dividend revisions. 

















\ “4 New Investment Recommendations 


Sound Selection and Accurate Timing—Our Rasic Skills. 






(c) MARKET LEADERS—Our experience in all kinds of markets—our 
capacity to see industrial and economic changes before they take 
place and adjust to them—has enabled us throughout 50 years to 
select the securities in which the largest profits have been made. 
Therefore—send your order today to be sure to secure our selec- 
tions of these special investment situations as they emerge in the 
period ahead. 

























ee Give the gift beyond price... 


to father, son, friend, business 





associates-to yourself 
...the priceless gift =o of knowledge 


: that lives throughout he the year \ 


HIS Christmas—and looking ahead to decisive 1960 ... give The Magazine of Wall Street... 
whose sound facts and dependability supply the recipient with practical economic—business 
and unequalled investment service fortnightly throughout the year. To help a man to help himself 
. to supply him with the knowledge that will enable him to find his own way successfully . . . illu- 
minates the gracious and constructive spirit of giving. 





There is no gift you can make in these eventful days that will be more useful ... or more highly 

appreciated than The Magazine of Wall Street—and it will please the most discriminating. It will | 
express your esteem .. . your interest in the welfare of the recipient . . . and 26 times throughout the 
year he will be reminded of your thoughtfulness. 


Give The Magazine of Wall Street to... 


Your Executives and Employees—who will use it as a tool in developing their judgment and 
their grasp of affairs in this crucial time in our economy. Thetr greater understanding of 
events will deepen their value to themselves—to you. Toe MARKET ERGESS © 


Your Business Friends and Associates——who will value the great accuracy of our economic | G A 7 | \\ 2 
industrial—and investment judgment—and our invaluable ahead-of-the-news projection Z, | J EF 

of trends in the making. Jt will give you a greater common ground for discussion and help to WW A L L ST i 

butld closer relationships. 


Your Son and Daughter— because it will help them to acquire the realistic approach they 
need to safeguard their financial future. (The great Universities use The Magazine of Wall 
Street im their classes to acquaint students with the actual status of industry- the various com- 
goume — the economic position of the United States at home—and in relation to the rest of 
the world.) 


Yourself—-because it keeps you aware of the deep currents in this world of economic shift 
and change ... and is the best investment guide you can possibly obtain . . . regardless 
of price. 





Mail this Gift Order Today 4$444444444444546454444444444444% bdbd : 


THE MAGAZINE OF WALL STREET Gift Subscriptions at $20.00 Each Jul 
120 Wall Street, New York 5, N. Y. | on 
< 
(1) I enclose $20—enter (or extend) my own personal subscription | seal 
for one year, 26 issues. [] $37.50 for special two years’ subscrip- Name M: 
tion, 52 issues. (Each will include FREE copy of “WHAT THE Address | lik 
INVESTOR SHOULD KNOW—TO MEET THE CHAL- | — 
LENGE OF 1960’’—-Value $5—-and Free Consultation Service.) | = 
Name Name | we 
Address Address | in 
City Zone State | DE 
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CHASTENED ALUMINUM 


- Problems from Overcapacity, Slackened Demand, Price 
Uncertainties, Foreign Competition, Confront Industry 


By WILLIAM F. BOERICKE 


HE outlook for aluminum when this year opened, 

was cheerful and this optimism steadily in- 
creased until July, with the operating rate mounting 
from 82% at the end of 1958 to over 90% at mid- 
year, with one producer at 100%. Mill shipments in 
July totalled 186,500 tons. Trade forecasts were all 
on the bullish side. 

Since then sentiment has veered the other way, 
and it looks now that, like the proverbial month of 
March, the aluminum industry, after coming in 
like a lion, wil bow out like a lamb, and quite a 
subdued lamb at that. The unpalatable figures tell 
their own story. September shipments of sheet 
and foil, the big tonnage products of the industry 
dropped to 63,000 tons. They had been 100,000 tons 
in July, and were well under the nine months 
DECEMBER 


19, 1959 
















average of 75,000 tons a month. The chances are 
they will make little or no improvement in the final 
quarter. 

It still adds up to a big year for the indus- 
try, with production of primary metal exceeding 
1,900,000 tons, which would comfortably exceed 
last year’s total of 1,566,000 tons. 

But the monthly production rate is declining. 
October showed 173,760 tons for the month and is 
likely to drop to 155,000 tons for November and 
December as compared with an average of 185,000 
tons a month in the second quarter when there 
was heavy inventory buying in anticipation of a 
strike. Plant inventories which had declined to 
80,000 tons in July had climbed to 120,000 tons in 
October. It was evident that consumption was not 
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keeping pace with production. Earlier estimates 
of demand had to be revised downward. That the 
producers took a realistic view of the situation is 
shown by the reduced operating rates put into 
effect last month. 


Problems of Overproduction 


Late in November, Kaiser announced it was cutting 
another smelter line at its Mead, Washington plant, 
with only five of its eight lines operating. This re- 
duced its operations to 76% of capacity. Earlier in 
the month Reynolds had cut back to 81%, from 
a previous 91%. Alcoa was still operating at 82%, 
but it had not stepped up production before. 

Reasons ascribed for the cutback were detailed 
by Reynolds as follows: its customers are now no 
longer building inventories and the company has 
restored its own. Deliveries to the Government 
stockpile are ending. And the long drawn out steel 
strike led to some slackening of demand from 
consumers who needed both steel and aluminum 
for their products. No doubt the same things af- 
fected the other producers. 

At the base of the difficulties is present over- 
capacity. The industry is overbuilt. This may have 
been the right thing to do from a broad future 
view. It was not so many years ago that aluminum 
was definitely on the scarce list of metals and the 
aim of the industry was never again to be placed 
in a position to refuse its metal to a willing cus- 
tomer. With this in mind, the industry undertook 
three major rounds of expansion since World 
War II, with the last one in process of completion 
just as the 1958 recession hit. At present, U. S. 
capacity for production of primary aluminum is 
2,335,750 tons a year, with an additional 269,000 
tons under construction. Consequently, present 
production is only about 84% of installed capacity, 
and about 76% of planned capacity. 


New Foreign Expansion Planned 





“a 


parison is needed. Since 1950, in only nine years, 7 


aluminum reduction capacity in U. S. has more 


than tripled. Its expansion, prodded by the Govern- 
ment during the Korean war, is unparalleled in the 
history of any other metal. 

Nor is this growth confined only to the United 
States. A representative of Aluminium Ltd. declared 
that in 1961 total world capacity may be expected 
to amount to 5,600,000 tons as compared with the 
current estimated 4,500,000 tons. In Canada the 
increase will be 90,000 tons. Output is increasing 
in Italy and France, Hungary and Germany. Russia 
has the most ambitious program of all for aluminum 
expansion under Khrushchev’s 7-year plan, which 
demands that the U.S.S.R shall become the world’s 
largest producer, with a target of 3,250,000 metric 
tons by 1965. Unlikely to be achieved in that time, 
we might add, but even half of it would more than 
double Russia’s present output. 

This by no means represents all the expansion 
of production abroad that is considerably beyond 
the blue print stage. Africa, as might be expected 
because of known presence of huge bauxite deposits, 
which appear indigenous to the tropics, plus abundant 
undeveloped water power, is the favored locus for 
new aluminum output—fortunately definitely in the 
future. Up the Congo River, 125 miles from tide- 
water, construction of a 1.5 million kilowatt generat- 
ing station is going on, to be completed in 1965, 
and its special objective is aluminum production 
from rich bauxite deposits. Cheap hydropower is 
expected to cut production costs about 10% under 
present average world costs. Other projects in which 
American, French, and British capital are interested 
are planned in Ghana, French Equatorial Africa, 
and Guinea. Completion of these projects could boost 
world’s aluminum capacity by one million tons by 
the mid-60’s, assuming of course, no political dif- 
ficulties and other imponderables. 

These facts are generally known to the trade 
and relieve any fear of a shortage of aluminum in 




















Fully to appreciate these figures, some com- the foreseeable future. Consequently, there is no 
Leading Companies in the Aluminum Industry 
Earnings Ist 9 Month 1959 
Net Sales Per Share Net Sales Earnings Per Div. Div. 
1957 1958 1957 1958 1958 1959 Share Per Price Range Recent Yield 
1958 1959 Share * 1958-59 Price % 
(Millions) —(Millions) 
Aluminium, Utd. 0.0.0... $385.6 $357.8 $1.37 $.74 $3186 $3175 $ 59 $ 50 $ .50 39%-26 311.6% 
Aluminum Co. of America ........ 869.3 753.1 3.55 1.96 570.7 643.0 1.50 1.88 1.20 115%-60% 101 1.1 
Kaiser Aluminum & Chemical ... 391.6 408.5 1.59 1.43 306.1 323.1 1.06 77 90 65 -23 47 (18 
Reynolds Metals 0... 4465 4455 3.28 3.25 333.1 3662 1.59 1.61 50 81%-21% 62 8 
U. S. Foil Co. (Ch. B.)** coc 3.31 351 35 33 1.32 202.40 


1.32 192 52-13% 4) 9 





* 


Based on latest dividend rate. 
**—-Owns 48% of Reynolds Metals. 
N.A.—Not available. 








1_Total income. 
2—Total income for 1st six months. 





Aluminium Ltd.: Only major aluminum producer now increasing output 
of primary metal. Making strong drive to strengthen position in fabri- 
cating field. Earnings expected to show marked gain in 1960. 


Aluminum Co. of America: World's largest producer, completely inte- 
grated. Increasing efforts to enter foreign markets. Has long range .appeal. 


Kaiser Aluminum & Chemical: Expects increase in both sales and profits 
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in 1960. Accounts for about 25% of U.S. aluminum capacity, and 20% 
of over-all U.S. sales. Large stock interest held by Kennecott Copper. 
Reynolds Metals: Highly aggressive aluminum producer, “ready, willing, 
and able’ to meet any competition. Ranks next to Alcoa in U.S. sales. 
Profits in 1959 make best comparative record in industry. 


U.S. Foil: Principally a holding company, owning about 48% of Reynolds 
Metals’ stock. Will continue to move in line with the latter issue. 
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urge to stockpile the metal or  [qRousanps 
induly to build up inventories. [oF tons ALUMINUM CAPACITY FAR AHEAD of OUTPUT 
True, there was heavy buying 180+— afl 
in the second quarter in anticipa- Capacity *% 
tion of an aluminum strike which 160-+— #3 
lid not materialize. Producers’ aH 
inventories, which stood at 140+— pam . iif 
145,000 tons at the start of Few Fy ae 
the year were whittled down to 3 33 t& $80 .f 
80,000 tons in July. But with 1207— 33 33 ee =“ 
production virtually assured while 25 7 
the steel strike continued, buying 1007— HA ail 
declined by aluminum consumers = Monthly Output 
and producers’ stocks began to 80+— - 
climb. By the end of October 
they climbed 50 per cent. Pro- pee Monthly Shipments to a 
duction cutbacks became almost Government Stockpile 
mandatory. Pe 4,7 ="=94 , 
Costly Cutbacks = F ll 4 ein 

Cutting back production is a 20-— uel bi i 1 ~ 
costly procedure for aluminum l l , ' 1, = 
producers. Unlike producers of 0! SYN PRISYUPETIOD FD SONTTED EYITEVENTIA.. Pris. 
other metals, labor is not a 1953 1954 1955 1956 1957 1958 1959 
























dominant cost factor. Power 

counts heavily—roughly about 10 

kilowatt-hours per pound of aluminum are used 
for the heavy currents needed for conversion of 
alumina to aluminum. Merely pulling the switch 
doesn’t save 100% of the electric bills and a demand 
charge must often be paid even when a plant is 
shut down. Salaries and local taxes go on. But the 
one inescapable item is the need to meet interest 
and amortization charges on enormous capital ex- 
penditures in plant and equipment initially required 
to get into production. These continue relentlessly 
whether operations are halted or not, and might 
amount to two cents per pound of installed capacity. 
Fixed charges per pound, including demand charges 
for power, maintenance, depreciation, interest and 
amortization, might well exceed 5 cents a pound. 
For a marginal operation it requires close figuring 
to decide whether to run at a calculated loss or to 
suspend at a real loss. 

In 1957-8 the aluminum industry was aided by 
puts to the Government stockpile. These were for 
substantial tonnages. Last year the stockpile took 
323,000 tons or over 20% of the primary produc- 
tion. This year it’s only 48,000 tons, and its the 
bottom of the barrel. At least there’s this consola- 
tion, that virtually all of the present demand is 
going into actual industrial consumption. 


Costly Foreign Competition 


Then there is the matter of foreign competition. 
While the industry enjoys tariff protection, this has 
not been sufficient to keep out imports of semi; 
fabricated mill products. Imports from Europe and 
Japan have doubled, and while the total amount, 
only 6% of total U. S. consumption, appears small, 
its impact on the market is pronounced. Jt ap- 
pears likely that when the Seaway has its first full 
season in 1960, that the impact will be felt even 
more. Any relief from Congress in raising tariffs 
seems far removed. The attempt has already been 
made and received scant consideration in Waskh- 
ington. 
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The bogey of Russian aluminum appears more 
fancied than real at present. Advices from London 
disclose that Soviet metal was virtually unobtainable 
at the start of December. What little there was to 
be had was getting full prices. This is not surpris- 
ing. While there is little doubt, as was pointed out, 
that future production from the Soviet zone will 
be large, it is unlikely to come on the market 
with any serious impact for several years. Quite 
to the contrary, it is probable that Russia will require 
all its own production for domestic needs, particu- 
larly if its widely announced program for increasing 
output of consumer goods is really implemented. 

The unhappy recollection of how sales of Russian 
aluminum broke the market 2 cents a pound in 
early 1958 dies hard. Russian sales at that time 
are better explained by need to obtain foreign 
credits to aid in the fast developing Sputnik pro- 
gram and the hard-headed realization that the 
future of global warfare would be determined less 
by planes for which aluminum was essential as a 
structural material, and more by missiles, in which 
aluminum was less needful. Once rid of a then ap- 
parent surplus of the metal, the pressure was off, 
and an agreement was readily made with the British 
Government limiting the amount of aluminum that 
would be offered in the United Kingdom. 


Unhappy Competition For Fabricators 


It has been no secret that while prices for primary 
aluminum have remained undisturbed since August, 
1958, when a 0.7 cent increase was instituted by 
the three domestic producers, there has been a lot 
of unsettlement in semi-fabricated and fabricated 
products, to the intense distress of the independent 
fabricators, who have had to buy their raw metal 
from the big integrated producers, and at the 
same time to compete with them in sale of end 
products. 

This was brought to a head in late October, 
when Alcoa introduced (Please turn to page 380) 
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HOMESTAKE MINING COMPANY 


— As an Inflation Hedge 


Position of the company compared to other U.S. gold mining properties 
— Canadian and South African gold stocks 

Question mark regarding near term possibility of gold at $50 an ounce 

» Homestake as an investment with a speculative plus 


By NORMAN SCHIFF 


N 83 year active life span is a worthy ac- 

complishment for an industrial corporation, 
but for a mining company, working the same ore- 
body almost continuously, such a lengthy existence 
is an incredible achievement. Indeed, on the North 
American continent it is an event of unparalleled 
distinction. On April 15th, next, Homestake Mining 
Company will have achieved this distinction. 

The company first tied its fate to gold during the 
famous Black Hills rush of 1874 and has been 
riding the fortunes of the noble metal ever since. 
The trip has been a rocky one, traversing three 
major wars, five national financial crises, six periods 
of booming inflation and an international monetary 
upheaval. Yet throughout this entire span, dividends 
were interrupted only during World War II, when 
the mine was closed by order of the War Production 
Board, and at four other occasions between 1878 
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and 1920 due to labor or other temporary dif- 
ficulties. 


The Beginnings 


It was an eventful era in which the Homestake 
was born. The Dakota Territory was a prime piece 
of Indian real estate around the 1870’s and the 
Black Hills, in its south west corner, was the 
choicest lot in the parcel. The Sioux tribes under 
Crazy Horse, Gall and Red Cloud, the ablest War 
leaders in the entire Mississippi Valley and under 
the administration by that incomparable Medicine 
Man, Chief Sitting Bull, made life miserable for 
the hordes of white fortune hunters passing through 
their hunting grounds on the way to the gold fields 
of Idaho, Montana and Nevada. To prevent a full 
scale Indian war and to protect the lives of de- 
termined prospectors, the Army dispatched a large 
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force into the area under General , | 
reorge A. Custer. Among these 
nen, was a miner-guide, who, on 
. routine reconnaissance mission, 
n the summer of 1874, stumbled 
m some gold flakes on the bot- 
om of a near-by creek. A report 
if the find was sent to Army 
eadquarters at St. Paul which 
‘eceived it on August 11th. 


The Gold Rush | —— | iy 
The papers the next morning My 


}Goid Mining 


Tiong Term Debt: 
Shs. Cap Stk: 2,0( 
{Fiscal Year 





old of the gold discovery in the 

Black Hills and the rush was on. tl 
[This served only to heighten the | i 

itch of Indian war fever, and, 

n one of history’s best known 
nassacres, they completely wiped 
yut General Custer’s command 
on the Little Big Horn River. — JF f 
Nothing, however, could stop the aia rm” ih i] | 
rush. To a despairing American 4 
population, still suffering from | !-22 a Le? it 
the effects of the 1873 financial ao ow $14.28) 
‘risis, the new gold find was a ** 9 months — 
ray of hope and, by the thousands, 

they rushed into the Territory. 

Every gold rush had its share of excitement and 
chaos and this one was no different except perhaps 
for its above average collection of colorful charac- 
ters, headed by Calamity Jane and Wild Bill 
Hickock. But there, as in all others, only a handful 
struck it rich. The streams were eventually panned 
clean and the prospectors, true to the habits of 
their trade, pocketed their rewards and left the 
Hills in search for bigger and better deposits else- 
where. With the initial excitement over, a perma- 
nance set in and from that point onward, the history 
of the Black Hills revolved around the story of the 
Homestake Mine. 











Founded Hearst Fortune 


History generally dates the first Homestake claim 
at April 9, 1876. A year later, a San Francisco 
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William Randolph, was later to found a newspaper 
dynasty) exercised an option and bought the 
Homestake and Red Star claims for $180,000. On 
April 15 of the same year, the Homestake Mining 
Company was incorporated in California, and its 
100,000 issued shares was admitted for trading 
on the San Francisco Mining Exchange at $2 each. 
Within eight months after incorporation, a stamp- 
ing mill with a crushing capacity of 120 tons of ore 
per day was installed at a cost of $100,000 and the 
company was on its way. Homestake produced $1 
million worth of gold, paid its first dividend and saw 
its stock soar to $34 a share, while still in its first 
year of operations. 
Effect of Fixed Price of Gold 


The big bug-a-boo in the bullion business has 
always been the fixed nature of the metal’s price. 


























syndicate, headed by George Hearst (whose son, From the $20.67 pegged price, under the gold 
Long Term Operating and Earnings Record 
Deprec. Net Percent 
Total & Operating Income Net Net Earnings Earned Div 
Sales Deptetion Income Taxes Income Profit Per On Per Price Range 
Margin Share Invested Share High Low 
(Millions) i Capital 
1959 (Ist 9 months) . $20.0 $ $ $ $3.5 17.5% $1.74 $2.00 4914-3956" 
IEE cccienmssnesnss = ~- 21.9 9 4.6 1.4 4.1 18.7 2.05 14.4% 2.00 4734-3234 
TENE snvesnrscvnonioncsvesensuvercoens 20.2 7 4.1 1.3 4.2 20.8 2.10 14.8 2.00 40'2-32's 
anitpien 20.5 2.6 3.2 1.5 2.4 12.0 2.19 8.7 2.00 40 -31'4 
. eee esenee 19.4 3.0 2.3 1.5 1.9 10.0 2.17 6.9 2.00 48 -34% 
eRe 19.8 3.4 2.9 1.6 1.6 8.4 2.23 6.1 2.00 52 -33'2 
ees 19.7 3.4 3.3 1.8 17 9.0 2.27 6.5 2.00 4138-3278 
; Gnimaniinennmats, 3.0 3.3 1.8 17 10.0 2.3% 6.6 1.85 39 -33% 
a Ponce ee ae . 166 2.9 3.8 2.0 2.1 12.6 2.22 8.1 2.15 4234-3348 
UD <bcnicatcnccnes seeseceeeeeessesooens 20.3 3.4 6.2 2.9 3.6 17.9 3.26 14.2 2.75 4778-31 
RT TD 16.9 2.8 45 1.7 2.8 16.9 2.60 11.6 2.25 5058-34! 4 
10 Year Aver. 1949-1 958 . .. $19.2 $2. 6 $3.8 $1.7 $2.6 13.6% $2.32! 9.7% $2.10 
1__Before depletion. 3—To 12/2/1959. 
2—Total 1959 dividend. 
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standard as it functioned before 1914, to the current 
$35 price, the basic economic reality in gold mining 
has never changed. In gold, contrary to other 
industries, there is always a ceiling; it’s the floor 
that keeps moving up and down creating losses or 
profits. Since World War II, the floor has moved 
steadily upward and during this time, the operation 
of a gold mine in North America has hardly been 
worth the effort. In Canada, a federal subsidy in 
the form of the Emergency Gold Mining Act of 
1948, has been necessary to keep more than 34 of 
the country’s gold mines in production! In the U. S. 
diversification was more the answer. Natomas 
Company is now shipping freight via its interests 
in American President Lines; Yuba Consolidated 
is turning out expansion joints, heaters, condensers 
and other industrial equipment and Alaska Juneau 
has been renamed A. J. Industries, to keep it more 
in line with its current activities. 
Homestake Alone Concentrated on Gold Mining 

In a land rich in the history of gold, Homestake 

remained the only major 





and water. By such means, only 75% of the precious 
metal was recovered. Around the turn of the century, 
the company became a pioneer on this continent in 
the application of the cyanidation to the extraction 
process whereby portions of the gold remaining 
after amalgamation could be recovered. By 1900 
recovery increased to 95% and has been subsequently 
raised to 97.1% by 1958 through additional re- 
finements in technique. It is, nevertheless, a fact 
that there has been, as yet, no major change in the 
fundamental treatment of gold ores since the early 
adoption of the cyanidation process despite the 
many new methods that have since been introduced. 


A New Approach 

Under pressure of mounting prices during the 
booming 1920s, cost control was attacked with new 
vigor. Don H. McLaughlin (now president) was 
engaged as consulting geologist and a new ap- 
proach to mining operations was soon adopted. 
Until 1928, Homestake, as noted, was a low grade, 
bulk mining operation, working entire widths of 
gold bearing formation 





mine earning a living 
from that metal. 
Homestake’s fight for 
survival was not an easy 
one. Its success was a ~eren 


result of a happy coinci- Accts. & Int. REC. veces. 


dence of favorable geolo- ne ae ee 
gy and able administra- Net Proporty .ne--sceessne- 
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tion. The Homestake 
orebody, while rather 
low grade, was found in 
a broad belt, with little 
associated base metal 
constituants, thereby 
permitting a profitable 
bulk mining and milling 
operation. Emphasis in 
such a mining method 
would naturally involve 
a treatment of greater 
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and greater quantities of 
material. Hence, the 
early rapid expansion of plant capacity. By Decem- 
ber 1878, output was 300 tons a day and through 
March of 1880, almost 200,000 tons of ore had 
been milled from which close to 65,000 ounces of 
gold had been recovered. 

Early underground methods, patterned in the 
fashion of the Comstock Lode operations in Nevada, 
utilized square-set stopes, an expensive timbering 
procedure necessary to support the walls. Before 
long however, the remarkable strength of the ore 
and rock was demonstrated and shrinkage stoping 
in large chambers was adopted, with timber sup- 
port used only for subsequent mining of pillars. 
This strength characteristic of the ore and wall 
rock was a major factor in the achievement of low 
cost, large output mining objectives. 

One of the major highlights in the Homestake 
story is the company’s significant contribution to 
gold metallurgy. During its first decade of business, 
recovery of gold from the crushed ores was ac- 
complished solely by amalgametion, i.e. the use of 
mercury to collect the small particles of free gold 
from the mixture of finely powdered rock material 


364 


adoption of more _ se- 
lective mining techniques. The result: by 1935 ore 
grade doubled to 0.4 ounces per ton without an 
equivalent increase in per ton costs. With daily and 
annual tonnage maintained, a substantial increase 
in bullion output resulted. Thus, from 1935 until 
suspension of operations during the war years, 
bullion output averaged approximately 550,000 
ounces per year, versus the bulk method’s record 
output of 320,000 ounces in 1927. The significance 
of the change in mining technique has not been 
generally appreciated as full beneficial effects of 
the new method was being realized just at the time 
when the price of gold was increased. The role that 
good technology played in the ensuing period of 
prosperity was thus largely obscured. 


Costs and Earnings 


Earnings, since full resumption of normal opera- 
tions in 1947, have steadily declined in the face of 
a generally rising level of costs. Per share earn- 
ings before percentage depletion declined 12% from 
the $2.32 level in 1947 to last year’s $2.05 result. 
With earnings on the (Please turn to page 383) 
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Two Excellent 
Long-Established 


Companies in a 
New Phase of Growth 


By WILLIAM F. REDMOND 


materials, glass is unique in its wide range of 
applications. From this most useful of all synthetics 
one may fashion colorful and inexpensive Christmas 
tree baubles or huge and costly telescopic lenses. 
What would life be for persons with impaired vision 
without recourse to reading glasses? As a conse- 
quence of aggressive research in the last generation 
or two, great strides have taken place in discovering 
new uses for glass. Thus promising growth poten- 
tials have manifested themselves thousands of years 
after the secret of transforming silica sands into 
useful objects first came to light. 

Perhaps the most significant progress has taken 
place in improvement and perfection of ophthalmic 
and scientific optical glasses in the last quarter of 
a century. In this development, Bausch & Lomb Op- 
tical Company and American Optical Company have 
led the way. Although both companies were organ- 
ized about half a century ago and have been publicly 
owned for some time, the former’s shares have been 
listed on the New York Stock Exchange only since 
last March. Interesting growth trends in both com- 
panies still remain relatively unknown to many in- 
vestors. 


rae and commonest of all industrial raw 


Bausch & Lomb began business in 1853 in Rochester, 
N. Y., as an outlet for foreign made spectacles. Sub- 
sequently, frames and lenses made by hand were 
introduced. After development of the first workable 
microscope manufactured in the United States, the 
company gained entry into the scientific instrument 
field and began expansion of this phase of the glass 
business. When supplies of ophthalmic glass were 
cut off by the war in 1914, Bausch & Lomb undertook 
production of glass in this country, and this activity 
represented the only domestic source of optical glass 
until the 1940’s. Production of precision optical in- 
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struments for military uses al- 
ways has constituted an activity 
of major importance because of 
the company’s strong resources 
in strategic materials and manu- 
facturing skills. 

Bausch & Lomb is believed to 
be the only fully integrated man- 
ufacturer of optics, being almost 
completely independent of out- 
side suppliers. The company pro- 
duces almost all its own glass 
requirements as well as princi- 
pal component parts of many 
products, and designs a major 
portion of specialized equipment 
used in manufacturing and test- 
ing finished products. 

Approximately half of sales 
volume is contributed by oph- 
thalmic products, including 
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1958 


10 Year Average 1949- 
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- ———— American Optical Co. —— 
Net 


1_39 weeks to Oct. 2, 1959. 
*—Total payment for 1959. 
3—Plus 25% stock div. 





lenses, frames and cases for eye- 
glasses, together with diagnostic 
and prescription laboratory equipment. Other prod- 
ucts are embraced in an extensive selection of scien- 
tific instruments. These items, listed in more than a 
dozen categories, are used principally for analytical, 
industrial, medical, educational, motion picture and 
military functions. Other applications include optical 
glass, lenses, mirrors, reflectors, filters, gratings and 
special optical systems. In addition, a variety of 
consumer products are listed, such as slide projec- 
tors, sunglasses, rifle sights and binoculars. Safety 
goggles and other special products used in industrial 
outlets round out the wide variety of products. Items 
having military applications account for about 5 
percent of total sales at present. 

To uphold its reputation for high quality, Bausch 
& Lomb has followed a policy of maintaining its own 
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distribution system. Because of the need for an in- 
finite variety of individual lens prescriptions, it is 
customary for the company to have lenses ground 
only on one side at the factory. The other side is 
ground to specification according to individual pre- 
scription at locations throughout the country. 

Distribution—The parent company controls about 
1200 wholesale shops and these service 25,000 retail 
opticians, thus assuring satisfactory distribution of 
the company’s high quality products. To improve 
penetration of the market the company has been en- 
gaged in reorganizing and strengthening its dis- 
tribution. This program is expected to be completed 
in 1960. 

Intensive research in all phases of optical mate- 
rials and equipment has opened the way for partici- 
pation by Bausch & Lomb in 
military programs. As an exam- 








Balance Sheet Data ple, the company has devoted 
—_—___—_—— considerable effort to problems 
Americon = —_ Bausch & of transmitting and reflecting 
Optical Co. Lomb Optical P ° one = 
1/2/1959 Co optics required for infrared 
12/28/1958 guided missiles. It is thought 
———(Millions)— that demand for infrared optics 
Long Term Debt (Stated Value) ..............csssessseesseeeen $15.0! $ 6.5% well might become an important 
Preferred Stock (Stated Value) .............s:csessessessesseeees None $ 5.0 factor in defense contracts. 
— of oe ~~ Guietending ERNIE siccasnhietese ar. a. The company also has worked 
ommon Stock an UE PIUS oo. cccceeceeeenens . =) af . .. es _ 
Cash and Marketable Securities ... $ 3.6 $ 2.7 u ith the Atomic Ene rgy Com 
Inventories, Net ........cc:csssessssesssesseees $31.1 $21.6 mission in developing apparatus 
Receivables, Net $13.3 $ 7.9 capable of measuring accurately, 
COTTER PRRDEIR  waeecoenennneroenereneneoronrnenoorsorennerenornnennrnnees $48.4 $32.8 dosages in live tissue subjected 
Current Liabilities catksiaiediiadacionaiedsyatenaiaiiies $ 6.6 $11.7 ic ie Gh . es 
Net Working Capital .........ccccscsssscssssssesssesssssesssssseeeees $41.8 $21.1 to radiation under medical treat- 
Gommeet Gatlin (CA, fie CY osc nceevescccnccccccsorsssovessessncee 7.4 2.8 ment. This research program 
Net Property ......... $36.8 $14.7 foreshadows perfection of a new 
NE TINIE aeiccscsessasooeie $68.4 $50.7 itra-viole omicrosconve suit- 
Book Value Per Share ........cccscccsccesunsee $57.10 $32.67 “e a-viole tphote seinen. ~« 
Estimated Earnings Per Share 1959 . $ 3.70 $ 2.75 able for use im cancer rese are Ue 
Recent Price of Common Stock . 48 35 As a consequence of emphasis 
Price-Earnings Ratio sovsesssssnnnennusecnnnensnnccnusceeonnsanasennessess 12.9 12.7 on research, the company has be- 
ALTE $2.00 $1.00 , . ares 
TERRE 4.1% 2.8% come a major source of precision- 
_ —— ruled diffraction gratings re- 
June 1, 1959 borrowed an additional $2.5 million. quired for instruments used in 
2_Rights for $8.5 million cv. deb. offered 6/18/59; $6 million net proceeds to retire 1 ° ° " 4 2 . 
anor Anos physical analytical work. Dif- 
fraction gratings are described 
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| 3—§/5/59 company acquired Herron Optical Co. for 3,500 common treasury shares. | 


{ as optical elements enabling re- 
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Deprec. Net Net Net Div. 
Sales cnd Income Profit Earnings Per 
Amort. Margin Per Share Price Range 
—————(Millions)- Share High - Low 
eineinanioinn ; $67.51 N.A. $2.2! 3.3% $2.81! $2.00"  53%2-38% — 
79.3 2.7 1.7 2.1 2.09 2.00 4058-3434 
78.1 2.2 2.5 3.2 3.21 2.00 3778-3034 
75.6 2.1 2.3 3.0 3.01 2.00 4034-338 | 
70.9 1.9 2.6 3.6 3.34 2.00 5314-38 5 
67.3 1.8 2.1 3.2 2.65 2.00 42\4-32\% ; 
71.0 1.7 2.5 3.5 3.10 2.00 397-294 i 
71.2 1.5 2.4 3.3 2.96 2.00%  325%-32 ° 
ican 66.8 1.4 2.5 3.8 3.98 2.00 46 -32% 
menmaaaeen 57.7 1.2 2.4 4.2 3.77 2.00 3814-29 
astaiialianeoiila 55.6 1.1 2.1 3.9 3.39 2.00 35 -29% 
_ ee $$9.3 $1.7 $2.3 3.3% $3.15 $2.00 - 
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Long-Term Income Data 








over last year’s $54 million total. 
Introduction of new products has 





— = ee pe a given impetus to the uptrend, 
- ausc om ptical Co. — — rhic . ta : “ 
is Gass, et ie thn whic h ! eflec ts to some extent gen- 
—— Seles end tncome Profit Gamings Per eral _improvement in economic 
igh - Low Amort. Margin Per Share Price Range conditions. Increasing emphasis 
TE ———{Millions) Shere High - low on such items as student micro- 
4058-3434 1959 (Ist 9 months) ...............0.. $45.5 $N.A. $1.9 4.1% $2.04 $1.00! 4012-27 scopes is expected to bolster vol- 
3778-3034 1958 . 53.3 1.5 17 3.1 1.77 1.007 36 -18% ume in 1960. Other new items are 
1034-331 1957 52.5 1.2 1.8 3.4 2.11 1.00 24\e-17'2 scheduled for introducti : he 
344-38 fl 501 13 14 28 1.60 1.00 28%19 = — ate ton in 
12%4-32% 486 12 16 32 194 75 26 -19 next year or two. : 
97-29" | 489 13 16 32 1.83 70 18%-10% Net profit has been estimated 
1256-32 510 120: («150 29 169 40 =—-15%-10% by management at a figure well 
16-32% 52.1 11 16 32 1.96 80 14%-11% hs — +g S 
814-29 48.5 1.0 1.4 3.0 1.67 won 14%-10% above $2 million, compared with 
5 -29% 37.3 8 9 24 97 12%- 7% a previous high of about $1.8 mil- 
| a A I a tnd lion. For the first nine months 
$47.7 $1.1 $1.3 2.7% $1.57 $ .61 this year earnings reached $2.04 





!__Total payment for 1959. 
2—Plus 20% stock dividend. 
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in - 
it ie earchers to analyze materials as to their compo- 
ound ents. In fact, they are considered the heart of such 
de is echnical instruments as the spectograph and the 
pre- pectro-photometer. a 
They have been used in rockets to test conditions 
hout n space for materials and radiation outside the 
etail arth’s atmosphere. Extreme accuracy required may 
of 1e better appreciated by the fact that such precision 
: . yratings are prepared in an underground laboratory 
rove set on bed rock. Parallel grooves to the number of 
t cn- about 30,000 to an inch are ruled in a thin layer of 
dis- aluminum, vacuum-deposited on glass. It is in the 
eted area of extremely critical scientific instrumentation 
that Bausch & Lomb has intrenched itself so firmly 
jate- that competition is less evident. 
7: The Answer to Competition - 
am- In the optical industry, however, competition here 
»ted and abroad has intensified. Although the number of 
oms competitors has been limited by factors such as large 
ing investment required in processing machinery and 
red the need for prompt servicing of retail channels, 
ght prices of most consumer products are held in check 
4 by aggressive merchandising. Glass manufacturing 
Lics operations have been modernized by introduction of 
ant semi-continuous tank furnaces affording economies 
' in labor as a means of combating lower wage rates 
ced abroad. Costs of ophthalmic lenses have been low- 
m- ered through greater dependence on semi-automatic 
tus equipment. 
ly, The company has endeavored to meet competition 
‘ed from abroad by stressing research and engineering 
at. capabilities as well as by providing improved prod- 
Lm ucts and prompt service. New production techniques 
WwW) also have served to keep costs at a level permitting 
it- domestic products to compete with those made 
he abroad. Consideration has been given to plans for 
is possible openings of plants abroad for producing 
e- lenses with advantage of lower labor costs. 
n- Earnings-Dividend Outlook 
e- Turning to consideration of financial aspects, one 
in may note that Bausch & Lomb is experiencing its 
f- most successful year. Sales for 1959 are expected to 
d exceed the $60 million peak reached in World War II 
o= and to register an improvement of about 13 percent 
Al DECEMBER 19, 1959 











a share, compared with $1.13 for 
the same period a year earlier and 
with $1.77 a share for all of 1958. 
Dividends were maintained for 
1959 at $1 a share, compared with 
96 cents a share in 1958 and 84 cents in 1957, ad- 
justed for the present capitalization. A 20 per cent 
stock dividend was paid in January 1958. 





New Diversification for American Optical 

The other leading factor in, this particular niche 
in the glass industry, namely, American Optical Com- 
pany, was established four years after Bausch & 
Lomb had been incorporated. The former’s progress 
has been more vigorous in the last two decades, with 
sales expanding substantially in the war. Shipments 
this year have been running well ahead of corre- 
sponding figures for 1958 and are expected to set a 
new high in excess of $90 million, compared with 
$79.3 million last year. Earnings also should come 
close to reaching an all-time high in excess of the 
$3.34 a share of 1955. Net profit for the first nine 
months totaled $2.81 a share, compared with $1.49 
for the same period of 1958. Dividends have been 
maintained at $2 a share annually for the last seven 
years. 

Although American Optical’s output closely resem- 
bles that of Bausch & Lomb, diversification has been 
more pronounced. As a result of an acquisition a 
year and a half ago, for example, the former gained 
a foothold in the specialized field of dental equip- 
ment. Hanau Engineering Company manufactures 
precision equipment for the dental profession as 
well as for dental laboratories. This subsidiary is 
expected to enjoy substantial growth. Another sub- 
sidiary acquired almost four years ago, J. W. Fecker, 
Inc., makes astronomical equipment, together with 
devices used for tracking missiles and for testing 
missile guidance systems as well as components. It 
has shared in the outstanding expansion in missile 
production. 


Their Share in Todd-AO Company 


American Optical’s substantial investment in the 
Todd-AO Company affords further diversification in 
another direction—the entertainment industry. This 
concern, in which Optical holds a half interest in 
voting stock and a three-eighths interest in non-vot- 
ing shares, has developed (Please turn to page 384) 
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Box Score 

In November there were divi- 
dend boosts in 105 instances, 
against 63 a year ago; and the 
rise in number of extras was to 
304 from 232. In nine months 
through September, total pay- 
ments by companies with stocks 
listed on the Big Board were 
5.4% ahead of a year ago, setting 
a record for the period for the 
seventeeth consecutive year. For 
ten months through October, the 
Commerce Department reports 
total payments by all companies 
issuing public reports at a level 
5.3% above a year earlier. The 
full-year gain may be around 6% 
to 7%. Regardless of variations 
in earnings, this series shows a 
gain in each of 17 years after 
1941. At least a moderate rise 
is highly probable in 1960. But 
while the dividend trend is ob- 
viously bullish, the reservation 
to keep in mind is that the stock 
market has run far ahead of it. 
Under today’s market psychology, 
who cares about dividends and 
yields? Everybody wants capital 
gains—but everybody will not 
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get and keep them. 
Textiles 


Due to excess capacity and sharp 
competition, the textile industry 
was in a poor position for an 
extended period. It is in a sub- 
stantially improved basic position 
now. Earnings are at the best 
levels in some years. They will 
remain around present or some- 
what better levels at least through 
the 1960 first quarter. The stocks 
are reasonably priced on earnings 
and could rise somewhat further 
over the medium term. But the 
textile cycle has not been abol- 






Texas Instruments, Inc. .... 
General Precision Equip. 


Corning Glass Works 
IE OS codttitiidienrcinmsencss 





INCREASES SHOWN IN RECENT EARNINGS REPORTS 


Kansas City Southern Rwy. ..........ccccccccccssesesee 
Anaconda Wire & Cable oo.........cccccccccccseecees 
IRIN: IIL ccishaeincnainindnbinntebients 
International Nickel Co. ...........cccccccccccsecceseeeece 
I PI IIIT sccstisaccipsnccsiocsesteiiohakivohbonemnstenel 





I I acs cccccovcecsnsccsnenesesicens 


1959 1958 

9 mos. Sept. 30 $4.23 $3.77 
9 mos. Sept. 30 3.27 57 
Quar. Sept. 30 -28 .03 
Quar. Sept. 30 1.36 61 
9 mos. Sept. 30 2.79 2.24 
Quar. Sept. 30 89 44 
9 mos. Sept. 30 1.91 05 
Quar. Sept. 30 1.24 83 
. 40 weeks Oct. 4 2.63 1.69 
. Quar. Sept. 30 77 54 
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ished. We have not seen the last 
period of production and inven- 
tory excess, of easing prices and 
pressure on margins. When might 
the next one come? It might be 
by the second or third 1960 quar- 
ter. Looking behind the cheerful 
current news and the general op- 
timism in the trade, one sobering 
fact stands out. By September the 
Federal Reserve Board index of 
output of textile mill products 
had reached a level 21% above 
the average; but, as an adequate 
indicator of retail demand, sales 
of apparel stores were only 8% 
above the 1958 average. The lat- 
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ter are not going to catch up with 
the output trend. Therefore tex- 
tile production is building up for 
a let-down. The question raised is 
not whether to buy textile stocks 
but when to take profits. We say: 
on possible rallies and not later 
than the forepart of 1960. 
Which? 

Ably managed and expanding, 
the Grant (W. T.) Co. is ranked 
second largest in the variety-store 
field, with Woolworth first. How- 
ever, Grant outlets are actually 
junior department stores hand- 
ling a broad range of merchan- 
dise at prices up to around $100 
and doing some credit selling 
(about 10% of sales and grow- 
ing). Over the last five years, 
Grant outgained Woolworth 
roughly two to one in sales and 
net income improvement on a per- 
centage basis; and is continuing 
to run ahead. At $2.20, dividends 
are up about 47% since 1954; 
those of Woolworth are unchang- 
ed at $2.50. Woolworth may net 
around $4.00 a share this year, 
best showing since $4.48 in 1948, 
and up from 1958’s $3.34. Some- 
thing like $4.30 to $4.40 is a reas- 
onable expectation for 1960. 
Grant should net close to $4.00 a 
share this year, against $3.71 in 
1958, despite expansion financing 
last April which raised outstand- 
ing shares by about 13%. With- 
out an equity-dilution factor in 
1960, profit might readily rise to 
a range of $4.50-4.75 a share, pos- 
sibly permitting another boost in 
dividends. In strong recent de- 
mand, Woolworth rose to a new 
high of 65, in the vicinity of 15 
times possible 1960 earnings, with 
the yield basis slightly under 4%. 
Grant is currently “sleeping” at 
48 near recent all-time high of 
50, a valuation not greatly over 
10 times possible 1960 earnings, 
yielding nearly 4.6%. Woolworth 





is a sound holding. For new buy- 
ing, Grant is a better value; and 
the stock should “wake up” as 
the fact of reasonable valuation 
gets recognition. 


Group Variations 


In recent trading sessions up to 
this writing, the stock groups 
performing better than the mar- 
ket are principally air lines, alu- 
minum, dairy products, motion 
pictures, office equipment, oils, 
shoes and _ television-electronics. 
The reverse is so of recent be- 
havior of these groups: automo- 
biles, building materials, coal, 
food stores, farm machinery, mail 
order, meat packing, metal fabri- 
cators, rail equipment and tires. 


Scare? 


Based on old and familiar sta- 
tistical findings — challenged by 
some in the medical profession — 
the U. S. Surgeon General recent- 
ly issued a statement of the opin- 
ion that a link between cigarette 
smoking and lung cancer had 
been indicated. The stocks imme- 
diately reacted considerably un- 
der fairly active selling and the 
newspapers duly reported “an- 
other cancer scare.” How silly can 
investors and traders get? These 
stocks have been living with re- 
current cancer-scare publicity for 
over four years, are importantly 
higher now than when it started, 
cigarette usage is at a new peak 
and it is still rising. The stocks 
no doubt will recover and they 
have an earnings-dividend basis 
for gradual further rise. They 
remain good income holdings. 
Reynolds Tobacco remains the 
best of them. 


Oil Rally 

The oil-stock rally reflects a 
strengthened technical position 
after long and large decline; and 
abatement, if not near comple- 














DECREASES SHOWN IN RECENT EARNINGS REPORTS 


IIE IED IIIA: sipnicnnesnconseicciicnaceuitosishiinisien Quar. Sept. 30 
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General Dynamics Corp. ............cccccccceeceeeneees .. 9 mos. Sent. 30 


I I II sitio dctncaenpaseneshananninieeebntintetiion 
Archer-Daniels-Midland 
A ee I TINO snes cusiisncicnsensnctiominnunnt 
Fibreboard Parner Prod. ................ccccccceecseeeeeeees 
Universal - Cycloms Steel .................cccesceeeseees 
RN IIIT IIs scsechsciisinaapsstindtisnsonsncnsenerneeescnesssnnins 
SR eITIE: URIIITIIIIID scssconcisschistnsicnescnansentcinensousenenin 


1959 1958 

$1.10 $1.22 

Quar. Sept. 30 45 71 
1.70 2.92 

9 mos. Sent. 30 .90 2.13 
Quar. Sept. 30 53 1.01 
Quar. Sept. 26 17 .30 
Quar. Sept. 30 81 1.02 
Quar. Sept. 30 .22 65 
Quar. Sept. 30 87 1.00 
9 mos. Sent. 30 72 85 
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tion, of tax selling. Much of the 
basic earlier investment appeal 
has gone out of the group; but 
the chances appear to be that 
1960 earnings will moderately ex- 
ceed this year’s so-so levels. This 
assumes reasonable restraint in 
refinery output, and allows for 
(1) a moderate gain in consump- 
tion and (2) tighter control of 
expenses, especially as regards 
capital programs. At least some 
further rally into January could 
well develop. 
Rail Performance 

Rail stocks have sub-average 
long-term potentials, and have 
performed poorly in 1959. You 
may be surprised to know that a 
majority of investment compa- 
nies hold rail securities. Accord- 
ing to latest report, they totalled 
over $800 million, or 4.8% of net 
assets of 179 funds belonging to 
the National Association of In- 
vestment Companies, with 107 of 
the funds owning rail common 
shares at a total of over $563 
million. A rail strike of more than 
brief duration, if any, is generally 
believed unlikely. Assuming this 
is right. and assuming no re- 
newed steel strike of important 
duration, the rails have more to 
gain from 1960 first-half traffic 
gains than they can be expected 
to lose in higher wage costs. 
Therefore, with tax selling out of 
the way, a sizable rail rally into 
January would not be surprising. 
Obviously, there is sveculative 
risk in a short-term play for it. 
For those willing to take the risk, 
some of the better-situated stocks 
are Great Northern, Illinois Cen- 
tral. Kansas City Southern, Union 
Pacific, Western Maryland. 
Valuations 

Market valuations are highest 
for popular growth stocks, much 
lower for cyclical stocks; and 
they are lower, regardless of 
growth or cyclical classification, 
for secondary or less well-known 
issues than for widely-known 
Big-Name stocks. As the latter 
rise to excessive levels, demand 
tends to “trickle down.” There 
are some better-than-average val- 
ues among lesser-known equities. 
Two are cited below. 


Harris-Intertype 


This aggressive company makes 
a variety of printing equipment 
(Continued on Page 384) 
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Trend 
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Forecaster 


INTERESTING TO 
NOTE — The rise in 
industrial production 
line between 1956-57 
was offset by econo- cnt } 
mic decline in that [ 
period, accurately 
forecasting heavy 
inventory accumula- 
tions. 
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Win the many revolutionary changes in our economy, 
it was evident that various indicators previously used should 
be dropped and new ones substituted, in order to more accu- 
rately forecast developing business trends. 
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(t)—Seasonally adjusted except stock and commodity prices. 
(a)—Computed from F. W. Dodge data. 
(b)—Computed from Dun & Bradstreet data. 
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This we have done in our Trend Forecaster (developed 
over a period of several years), which employs those indicators 
(see Components of Trend Forecaster) that we have found to 
most accurately project the business outlook. 

As can be seen from the chart, industrial activity in itself 
is not a true gauge of the business outlook — the right answer 
can only be found when balanced against the state of our 
economy. The Trend Forecaster line does just that. When it 
changes direction up or down a corresponding change in our 
economy may be expected several months later. 

The depth or height of the developing trend is clearly pre- 
sented in our Relative Strength Measurement line, which re- 
flects the rate of expansion or contraction in the making. When 
particularly favorable indications cause a rise that exceeds 
plus 3 for a period of time, a strong advance in general busi- 
ness is to be expected. On the other hand, penetration of 
minus 3 on the down side usually precedes an important con- 
traction in our economy. 

We believe that subscribers will find our Business Trend 
Forecaster of increasing usefulness both from the investment 
and business standpoints. 

Current Indications of the Forecaster 

In the most recent months covered by the available 
data, trends within the eight component series of 
the Trend Forecaster have continued mixed. Those 
series influenced by the steel strike were hard hit 
in the summer and fall, but should now enjoy a 
recovery. For other series, tight money has pre-- 
cipitated or reinforced weakness; in still other 
series, the uptrend of the first half of the year has 
been maintained without interruption. 

Early in the fourth quarter, new incorporations 
were in an irregular downtrend; stock prices were 
rising slowly; durable goods orders (which had 
been importantly affected by the strike) had begun 
to recover; industrial commodity prices were rising 
only sluggishly; average hours worked were still 
somewhat depressed (partly as a result of a steel 
shortages); business failures showed little trend; 

and housing starts were declining (mainly because 
of a shortage of mortgage funds). The Relative 
Strength Measure evidently reached a trough of 
about —2.1 in October, and began to rise in Novem- 
ber, foreshadowing the widely expected post-strike 
recovery. 
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CONCLUSIONS IN BRIEF 


PRODUCTION—now advancing in a series of spurts, as 
steel supplies improve in basic industry. Barring a re- 
sumption of the strike, the outlook calls for a sharp 
advance in industrial output through first half of 1960. 


rTRADE—has evidently set a new dollar record in De- 
cember, despite retardation of auto sales because of 
model shortages. Look for excellent retail volume 
through first half of 1960, particularly in areas where 
trade had been slowed by the strike. 


MONEY & CREDIT—the squeeze is now on in earnest. 
Expect still higher short-term and long-term rates over 
the next six months, and real scarcity of funds, even 
though Federal Reserve adds somewhat to bank reserves. 


COMMODITIES—still no clear uptrend, despite upsurge 
in general business. Modest advance in prices still a 
very good bet for near-term; perhaps a 2% rise in 
industrial wholesale price level between now and mid- 


1960. 
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BUSINESS ACTIVITY 
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A substantial and well sustained advance in 
general business conditions has been inaugu- 
rated by the restoration of steel production; this is 
the general conclusion of experienced observers of 
the business situation. Ignoring the possibility that 
a new walkout will occur in the steel industry, or 
that serious strikes will appear in other important 
industries, the American business cycle is now in a 
rapidly climbing phase, and there are few who 
would argue that it will stop rising before the 
middle of 1960. In fact, only a small minority would 
argue that the rise will stop before late next year. 
Rarely has there been such unanimity about the 
outlook for as much as twelve months ahead. 

The consensus is, of course, founded on some 
substantial and diverse demands looming ahead for 
1960. Inventory demand is a strong and safe bet for 
both the steel-consuming and nondurable sectors 
of the economy, although it is likely to appear most 
spectacularly in the metal fabricating fields. Like- 
wise, a considerable advance in the seasonally ad- 
justed rate of automobile production is a certainty 
for the first half of 1960; industry schedules now 
point as high as 2.2 million cars in the first quarter 
alone, assuming that the steel for such a production 
rate will be made available. 

Also, plant and equipment demand should be pres- 
ent in abundant quantity. By all indications, cor- 
porate profits and retained earnings will have re- 
covered to record levels by the Spring of 1960, and 
rising depreciation allowances will provide still an- 
other margin of growth in internal sources of funds. 

(Please turn to the following page) 
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Latest Previous Year 

THE MONTHLY TREND | yu, | con atest. “reviews Yom 

INDUSTRIAL PRODUCTION* (FRB) ........ 1947-'9-100 | Oct. 148 149 138 
Durable Goods Mfr. ..........cccccccceseee 1947-’9-100 | Oct. 151 152 140 
Nondurable Goods Mfr. ................ 1947-'9-100 | Oct. 146 147 134 

1947-'9-100 | Oct. 117 116 122 

I I cea siininmeinciaalesiidi $ Billions | Oct. 18.3 17.8 16.6 

I REIN. <scsecuncecicoinvuniseiignieibinns $ Billions | Oct. 6.3 5.8 5.1 

Nondurable Goods ...............:.cs0c00000 $ Billions Oct. 12.0 12.0 11.5 

I CE TID ns encceessescensssscccsonsese 1947-'9-100 | Oct. 144 143 135 

MANUFACTURERS’ 

New Orders—Total™ ..............ccces000 $ Billions Oct, 30.5 30.2 27.9 
RT $ Billions Oct. 14.8 14.9 13.5 
Nondurable Goods .................:0000: $ Billions Oct. 15.7 15.3 14.4 

INI” sicacucnntisisicashebconvectncenseueniinvie $ Billions Oct. 29.7 29.2 27.2 
I II isc ccnenksnsdamninneniinieiein $ Billions Oct. 14.1 13.9 12.9 
Nondurable Goods ....................06. $ Billions Oct. 15.3 16.1 14.2 

BUSINESS INVENTORIES, END MO.*.. $ Billions Oct. 88.7 89.2 84.9 

TED $ Billions Oct. 51.4 51.7 49.3 

EEE ON TIE ee TD $ Billions Oct. 12.5 12.5 12.1 

Retailers’ hiccantesbaanicusnaahinnns $ Billions Oct. 24.8 24.8 23.5 

Re I III cos cciacinsehennvnsonns 1947-'9-100 | Oct. 159 161 152 

CONSTRUCTION TOTAL $ Billions Oct 48 5.0 48 

Private $ Billions Oct 3.4 3.5 3.2 
a $ Billions Oct. 2.0 2.1 1.8 
REESE Ree er perm oe ne $ Billions Oct. 1.4 1.4 1.4 

Housing Starts*—a Thousands § Oct. 1180 1325 1303 

Contract Awards, Residential—b...... $ Millions Oct. 1515 1466 1595 
IPT leciitcaalindibeybasiiinsteitinsiesiibn $ Millions Oct. 1620 1592 1714 

EMPLOYMENT 

NIE TIMID con sissccihciinheniabpennieabiaiionaieniies Millions Oct. 66.8 66.3 65.3 

IN” <n eri cduaienieheniadineedenn Millions Oct. 52.6 52.7 51.1 
REISER aes areeeee Millions Oct. 8.3 8.2 8.0 
Trade * Millions Oct. 11.6 11.5 11.2 
Factory * Millions Oct. 12.2 12.4 11.7 

Hours Worked .......0......cccceeeeeees Hours Oct. 40.3 40.3 39.8 
TORII IIIT iciccscscesccccesesenss Dollars Oct. 2.21 2.22 2.11 
Weekly Earnings ...............0.. Dollars Oct 89.06 89.47 85.17 

PRPS TOE” nc cciccncecsccseccoscesorees $ Billions Oct. 382 381 364 

IE Ge IID cccccnsscecccsrstetcsensaiess $ Billions Oct. 259 259 242 

Proprietors’ Incomes ............cccccccse0e- $ Billions Oct. 57 56 59 

Interest & Dividends $ Billions Oct. 37 37 33 

Transfer Payments ................ccccceceeee $ Billions Oct. 27 27 27 

PIN FINNIE sii ccccvoncxaeccnbeansomcomnnnlecen $ Billions Oct. 14 13 18 

OD DID vnvncccsncesecccrnccciereceses 1947-'9-100 | Oct. 125.5 125.2 123.7 

IEE sinsceoeeshcidetadainidiiditiradilisilednatandiilasdontaiens 1947-'9-100 | Oct. 118.4 118.7 120.3 

SUTIN: ncubibabiianiishodadieaistaiehunsdiatanshatiaiessie 1947-'9-100 | Oct. 109.4 109.0 107.1 

I cial alae aceite 1947-'9-100 | Oct. 130.1 129.7 127.9 

MONEY & CREDIT 

All Demand Deposits* ...................... $ Billions Oct. 111.9 112.2 110.2 

IE I ecccesccecccsccsecsccsecesns $ Billions Oct. 91.9 95.4 87.1 

Business Loans Outstanding—-........ $ Billions Oct. 30.5 30.3 N.A. 

Instalment Credit Extended* .......... $ Billions Oct. 4.2 4.1 3.4 

Instalment Credit Repaid* ................ $ Billions Oct. 3.7 3.6 3.4 

FEDERAL GOVERNMENT 

EE TRIIIIID: cicsnsccsescrnereccccesenssesenies $ Billions Oct. 3.0 8.5 2.8 

Budget Expenditures ...........csssse $ Billions Oct. 6.9 6.4 7.1 

Defense Expenditures ..............ss0s000 $ Billions | Oct. 3.9 3.8 42 

Surplus (Def) cum from 7/1 $ Billions | Oct. (5.7) (1.8) (8.8) 


Esseniial Statistics 








PRESENT POSITION AND OUTLOOK 


While the capital markets will 
probably be extremely tight by 
mid-year, it is typical postwar ex- 
perience that this will not deter 
corporations from financing the 
capital outlays that seem to be de- 
sirable on other grounds. 

One can of course quibble with 
this outlook, and one is most cer- 
tainly entitled to argue about the 
health of the general economy, and 
the longevity of a recovery that 
has taken so much of its energy 
from the artificial impetus of a 
fourteen-week steel strike. But it 
is no longer contestable that the 
near term outlook for such key 
measures of business activity as 
the industrial production index and 
the gross national product is clear- 
ly and sharply upward. 


* * 





FARMS IN TROUBLE — in the third 
quarter of 1959, the annual rate of 
net farm income (that is, income 
of farm operators after deduction 
of farm operating and production 
costs) fell to about $10 billion. 
This is the lowest rate in postwar 
history. The decline results from 
a sharply reduced level of farm 
prices, at a time when farmers’ 
costs continued to rise. Gross farm 
income in the third quarter was 
fully $3 billion lower than a year 
earlier. The parity ratio — a mea- 
sure which indicates the relative 
position of the farmer in the total 
economy — fell to the lowest level 
since prior to world War II. Prices 
of livestock have slipped sharply 
in recent months, and are now al- 
most 10% below a year ago. 

INSTALMENT CREDIT— rose by an- 
other $500 million in October, after 
a series of such rises extending 
back into the Spring. The recent 
rise occurred despite the slowdown 
in automobile sales, which ref- 
lected first the model changeover 
and then the shortage of new 
models owing to the steel strike. 
Credit extended has exceeded re- 
payments by something close to 
$5 billion in 1959, a figure very 
close to the all-time record set in 
1955. And mortgage debt forma- 
tion this year has doubtless great- 
ly exceeded the rate of formation 
in 1955. The current year has thus 
seen a new all-time record for the 
net increase in total consumer debt 
including both short-term and 
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Ook QUARTERLY STATEMENT FOR THE NATIONAL ECONOMY PRESENT POSITION AND OUTLOOK 
“506 In Billions of Dollars—Seasonally Adjusted, at Annual Rates id = i hal 
will ee ee aks MOMs I : : 
by long-term. It is worth adding that 
y 1959-—— —1958—| sig , oon see debt 
: ex. SERIES Quarter Quarter Quarter Quarter, this new massive a dition to deb 
eter ml ul 1 TT was incurred at the highest level 
the GROSS NATIONAL PRODUCT z 4786 4845 4702 4440 of effective interest rates since be- 
. de- Personal Consumption ................+ 313.3 311.2 303.9 294.4 fore W orld W ar Il. : 

Private Domestic Invest. 0.0... ..... | 67.0 77.5 69.8 54.2 While it is certainly probable 
vith owe vn rie on nn sug glileamaaees aa : m4 aan that the debt of consumers will 
overnment Purchases . om | . . 4 . ’ j > ice rani 3 ~~. ul 
cer- IT seenieiieiteiticaaastahieninaesimnnas } 53.6 53.9 53.8 53.6 continue to co onion In the — 
the State & Local .............. 44.8 43.8 43.8 40.8 ing post-strike boom, it IS Wor th 
; | noting that the expansion of credit 
and ee eS a018 361.1 w718 336.4 is already well advanced, and re- 
hat Tax & Nontax Payments ............. | 45.8 45.8 444 42.9 = s " . ; . : . ae n : 

rey Disposable Income .........c.c0..--ceeseeeeees | 335.2 335.3 327.4 320.4 pay ment s al eady have a FO d 
r Consumption Expenditures nasa 313.3 311.2 303.9 294.4 deal of catching up to do. The 
t it Personal Saving—d ..........scsscessseseessees | 21.9 24.1 23.5 26.0 consumer credit statistics are in- 
the CORPORATE PRE-TAX PROFITS , | 52.6 465 3.3 | timately linked with the general 
— Corporate Taxes... ol 25.6 22.6 18.8 state of business; they doubtless 

se pa a ves = 23.8 19.5] deserve close watching, as a pos- 

as ividend Payments ...... a , 12.8 12.6 <3] ne . . mh . 

; ; sible early indicator of loss of 
| Retained Earnings ..... ............. 14.0 WwW 69 . ; . 
ane < ° momentum as the boom works its 

aii PLANT & EQUIPMENT OUTLAYS 34.3 32.5 30.6 296/ way through 1960. 

THE WEEKLY TREND nny 

; Be eeasecemrins ee CORPORATE PROFITS—they are back 
_ | Week | Latest Previous Year in an uptrend, after a serious drop 

0 Unit Ending | Week Week Ago during the steel strike. In the sec- 
me —— <a ar . - - any ata 
- MWS Business Activity Index*..| 1935-9100 | Nov. 28 , 305.2 300.8 290.2 ond penater, She wane @ bay. ate 
! MWS Index—per capita’...... 1935-'9-100 Nov. 28 223.2 = 220.1 216.0 earnings, efore taxes, was almost 
ion Steel Production oo... % of Capacity Dec. 5 , 92.3 89.7 73.5 $53 billion, a new record. Prelim- 
an. Auto and Truck Production ....| Thousands Dec. 5 | 69 60 179 inary estimates now suggest a 
ar Paperboard Production ............ Thousand Tons Nov. 28 | 311 323 286 ieee a] S47 billi : 
m Paperboard New Orders .......... Thousand Tons | Nov. 28 | 276 296 259 a, ” 7 _ pol aiton de = 
- Electric Power Output* ............ 1947-'49-100 | Nov. 28 258.2 260.3 241.0 ura quarter, and a moderate 
~ Freight Carloadings ............0.6.6.«©- Thousand Cars | Nov. 28 574 629 539 recovery, to perhaps $49 billion, in 
ns Engineerings Constr. Awards .... | $ Millions Dec. 3 383 390 399 the fourth quarter. In early 1960, 
‘™m Department Store Sales 1947-"9-100 Nov. 28 176 182 171 > 
nae foal Gaaie—e ..... "| ¢ Bittions coe 28 2 = ne the es should clearly return to a 
ae Business Failures—s ooo... | Number Nov. 26 | 268 287 244 recora range. 

a- *Seasonally adjusted. (a)—Private starts, at annual rates. (b)—F. W. Dodge unadjusted data. (c)—Weekly reporting member banks. (d)—Excess of 
ve disposable income over personal consumption expenditures. (e)—Esti d. (f)—Estimated by Council of Economic Advisors. (g)—337 non-financial 
al centers. (na)—Not available. (r)—Revised. (s)—Data from Dun & Bradstreet. Other Sources: Federal Reserve Bd., Commerce Dept., Securities & 
el Exch. Comm., Budget Bureau. 

- THE MAGAZINE OF WALL STREET COMMON STOCK INDEXES 
9 No. of 1959 Range 1959 | (Nov. 14, 1936 Cl.—100) High low Nov.27 Dec.6 

Issues (1925 Cl.—100) High Low Nov.27 Dec.6 | 100 High Priced Stocks ............ 306.7 268.4 293.9 300.1 
300 Combined Average ............ 492.4 436.9 468.4 477.0 100 Low Priced Stocks ......... . 665.9 585.4 625.0 637.1 

1 4 Agricultural Implements ...... 492.4 356.2 460.9 450.5 5 Gold Mining .........ccsereeee 853.0 971.3 971.3 

c 3 Air Cond. (‘53 Cl.—100) ..... 137.2 110.5 114.1 123:8 4 Investment Trust , 165.2 165.2 170.6 
2 10 Aircraft (‘27 Cl.—100) ........ 1375.1 1019.1 1071.4 1141.9 3 Liquor ('27 Cl.—100) ......... 1624.8 1429.2 1489.4 1534.5 
g 7 Airlines (‘27 Cl.—100) ........ 1429.4 1079.6 1069.6 1109.6 8 Machinery 563.2 452.4 501.2 514.5 
t 4 Aluminum (‘53 Cl.—100) .... 594.5 392.0 478.2 495.4 3 Mail Order 438.3 253.1 423.7 438.3H 
n 5 Amusements _ .............cceceeee 252.6 200.5 233.3 233.3 4 Meat Packing ............00..0000 269.2 204.4 267.2 269.2 
> 6 Automobile Accessories ...... 533.9 413.4 525.8 533.9H 5 Mtl. Fabr. (‘53 Cl—100) .. 211.2 181.3 198.9 197.1 

- 6 Automobiles. ........................ 152.0 93.7 149.1 147.2 9 Metals, Miscellaneous ........ 409.6 343.8 362.0 365.7 

r 4 Baking (‘26 Cl.—100) . 41.3 38.7 38.7 38.7 nee 1310.5 1170.1 1275.4 1310.5H 
V 4 Business Machines .............. 1395.5 1173.8 1291.2 1356.4 6 Eo 885.5 701.7 710.1 743.5 
: 6 Chemicals .......... 835.5 692.9 781.2 788.0 21 Public Utilities ..................... 365.4 334.9 338.3 338.3 
‘ 4 Coal Mining .............. 37.8 28.1 36.1 35.3 6 Railroad Equipment ... 104.1 86.9 94.6 98.0 
“ 4 Communications 215.2 164.6 203.8 215.2H | 20 Railroads ..................... 78.2 66.0 66.0 67.4 
D 9 Construction setesonmnnnioutpneansine 178.9 155.6 171.2 175.8 REE 715.1 599.8 680.5 680.5 
y 7 Cont 1142.6 988.8 1021.8 1032.8 fC 476.4 392.5 445.9 461.1 
1 6 Copper Mining écisnmniaan 344.6 280.7 319.46 316.8 144.7 88.7 91.3 88.71 

2 Dairy Products ...... 163.1 138.8 158.8 161.7 863.3 580.6 588.3 657.0 

4 6 Department Stores 141.5 119.1 141.5 140.3 111.3 65.6 105.0 111.3H 
> 5 Drugs-Eth, (‘53 Cl.—100).... 475.4 379.5 451.4 459.4 Re 259.6 176.6 222.5 227.8 
) 6 Elec, Eqp. (‘53 Cl—100) ... 351.3 268.8 335.3 351.3H 3 Tires & Rubber .. 281.8 216.1 250.0 254.3 
: 3 Fi c i 769.7 661.8 683.3 683.3 DS P cetmnatiic 194.9 172.9 191.5 191.5 

5 470.0 406.3 430.2 438.1 3 Variety Stores 363.9 331.4 350.9 354.1 

3 279.6 244.4 247.1 247.1 20 Unclassif’d (49 Cil.—100) ..... 284.9 239.8 356.4 261.1 

j H—New High for 1959. L—New Low for 1959. 
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Trend of Commodities 





SPOT MARKETS—Sensitive commodities were mixed in the two 
weeks ending Dectmber 4, although the BLS daily index of 
22 such commodities declined slightly, to close at 84.4, a loss 
of 0.2% in the fortnight. Raw foods held firm for a change 
while industrial materials were somewhat lower on balance. 
In the latter category, rubber and steel scrap fell rather 
sharply while tallow and tin also sought lower levels. Better 
prices were noted for copper scrap, cotton, hides, print cloth, 
rosin and wool tops. 

Meanwhile, the rank and file of commodities were virtual- 
ly trendless, judging by the BLS comprehensive weekly 
wholesale price index, which closed at 118.9 on December 1, 
unchanged from two weeks ago, The index is now slightly 
under its level of one year ago, throwing a curious light on 
all the talk of inflation. 


FUTURES MARKETS—Most futures were virtually featureless in 
the two weeks ending December 4, with no clear trend dis- 
cernible for such leading staples as wheat, corn, soybeans 
and cotton, Gains were posted for oats, world sugar, hides 
and copper, while coffee, cocoa, rubber and lead, declined. 
The Dow-Jones Commodity Futures Index gained a minuscule 
0.37 points to close at 151.43. 

Wheat futures were mixed, with nearby options register- 
ing weakness while distant deliveries strengthened. Reports 
of soil erosion, bad weather and insufficient rain accounted 
for the improvement in new crop option quotations, March 
wheat fluctuated in a narrow range in the period under re- 
view and closed unchanged from two weeks ago. Current 
indications continue to suggest that tightness could even- 
tually develop in free supplies of old crop wheat. 
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BLS PRICE INDEXES Latest 2Weeks 1¥r. Dec.6 
1947-1949—100 Date Date Ago Age 1941 

All Commedities Dec.1 1189 118.9 119.0 60.2 
Ferm Products Dec.1 84.9 85.0 91.2 51.0 
Nen-Farm Products Dec. 1 128.6 128.6 126.9 67.0 
22 Sensitive Commodities | Dec. 4 84.4 846 87.0 53.0 
9 Foeds Dec. 4 727 726 82.9 465 
13 Raw ind’l. Materials | Dec. 4 935 94.0 898 583 
5 Metals Dec. 4 101.7 103.3 97.1 546 
4 Textiles Dec. 4 804 79.3 774 563 








MWS SPOT PRICE INDEX 
14 RAW MATERIALS 
1923-1925 AVERAGE—100 
AUG. 26, 1939—63.0 Dec. 6, 1941—85.0 





1959 1958 1953 1951 1941 








High of Year 1614 1841 1622 2154 857 
Low of Year 152.1 1465 1479 1764 743 
Close of Year 152.1 152.1 = 180.8 83.5 
DOW-JONES FUTURES INDEX 
12 COMMODITIES 
AVERAGE 1924-1926—100 

1959 = 1958 =: 19531951‘ 1941 
High of Year 1527 1590 = 166.8 215.4 84.6 
Low of Year 1442 1472 «#1538 861748 8 = 55.5 
Close of Year 1476 1665 1894 84.1 
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Mexico Revisited... 





(Continued from page 351) 


Despite the dire expectations, 
many problems were gradually 
worked out, and Mexico rode out 
the crisis without devaluing the 
reso and without making any use 
ef some $355 million in credits 
rut at its disposal by the U.S. 

reasury, the Export-Import 

ank, and the International 
)fonetary Fund. In part, Mexico 
as helped by a series of lucky 
incidences, but credit must also 

» given to the authorities for 

iking courageous steps to cor- 

act the situation. 


> First, the recession in the 
‘nited States proved short-lived, 
nd U.S. imports from Mexico 
‘ere generally well maintained, 
nanks to the growing diversifi- 
ition of Mexico’s exports and 
ubstantial increases in cotton, 
vestock, and some mineral ship- 
i1ents. For the first eight months 
f 1959, exports were up to $528 
iillion, a rise of 11 per cent over 
he same period last year. The 
ourist season this year too will 
yrobably be the best on record. 


& Second, a bountiful harvest 
n 1958 and again this year, elim- 
nated the need for a large for- 
eign exchange outlay for food. 
Stiff restrictions and the grow- 
ing diversification of local manu- 
facturing helped to keep down 
imports. As a result, imports for 
the first eight months, at $654 
million, were some 18 per cent 
below last year’s level, and the 
trade deficit, which during the 
January-August period of 1958 
was around $320 million was cut 
this year to about $125 million. 


&> Third, steps were taken to 
reduce the budgetary deficit and 
tighten bank credit. The growth 
of the money supply has slowed 
down and inflationary pressures 
have abated. While upward re- 
vision of minimum wage rates 
is anticipated, labor is generally 
less demanding, particularly as 
retail prices are leveling off. 
What has helped, also, is the firm 
stand taken by the new Presi- 
dent, Adolfo Lopez Mateos, who 
has had long experience in han- 
dling labor problems. Mexico has 
not seen in more than a decade 
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such determined action as he 
showed last spring in handling 
the strike of the leftist railway 
workers’ unions. 

With business booming once 
more, some of the Mexican capi- 
tal which took flight is returning 
home. In September, the Presi- 
dent was able to report in his 
annual message an increase of 
some $75 million in Mexico’s in- 
ternational reserves from the low 
point of $336 million reported in 
1958. With the more comfortable 
reserves, the stability of the peso 
appears to be assured for at least 
a year and a half. However, much 
will depend on the ability of the 
authorities to keep down the 
budgetary deficit. 


Investment Prospects 


With economic expansion re- 
sumed and confidence in the peso 
restored, foreign business has 
been taking a fresh look at in- 
vestment opportunities in Mexi- 
co. As the accompanying table 
shows, foreign direct investments 
in Mexico doubled during the 
1950-57 period, and reached a 
figure of about $1,200 million. 
Nearly 70 per cent of this was 
American, with Italy and Japan 
holding second and third place 
respectively. Western European 
investments are centered chiefly 
in the chemical industry, auto 
assembly, and air transport. 

A large part of the $780 million 
of American capital invested in 
Mexico at the end of 1958, has 
gone into manufacturing of con- 
sumer durables (household equip- 
ment, electrical machinery). 
Nearly all U.S. automobile manu- 
facturers now have assembly 
plants in Mexico. American capi- 
tal has also complemented Mexi- 
can capital in the heavy indus- 
tries and the paper and pulp 
industry. Other fields in which 
U.S. capital has a large interest 
include private electric utility 
companies, bottling plants, and 
retailing establishments. 

The chemical industry is one of 
the fastest growing at present. In 
1957, some 800 chemical com- 
panies, most of them with U.S. 
or European capital, were report- 
ed operating in Mexico, repre- 
senting a total investment of 
about $240 million. The market 
for fertilizers and insecticides is 
capable of several-fold expan- 
sion. One of the latest develop- 


ments is the entry of the State- 
owned petroleum producer, Pe- 
mex, into the petrochemical field 
to fill domestic requirements for 
synthetic ammonia, plastics, de- 
tergents, and synthetic rubber. 
An over-all investment of more 
than $500 million is planned, a 
substantial portion of which is to 
be provided by West European 
capital. END 





Should the Value of the Dollar 
Rest on Gold? 





(Continued from page 338) 


now reduce our gold certificate 
reserve requirements § against 
note circulation, it is apparent 
that there has been a drift of the 
dollar away from gold. To some 
this is abhorrent and should be 
stopped, while to others it may 
seem to be a natural evolution 
away from a dependence upon 
gold to an era of managed cur- 
rencies. As long as the money 
managers follow sound credit 
policies and receive the support 
of the people and the Congress, 
it is reasonable to believe that the 
dollar will be maintained as a 
“hard” currency. This will also 
involve the taking of steps to 
correct the present imbalance in 
the country’s balance of pay- 
ments. This lack of balance is a 
symptom of a maladjusted re- 
lationship of the United States in 
its economic dealings with the 
rest of the world. 

Unless steps are taken to cor- 
rect these maladjustments, no 
change in our gold reserve re- 
quirements can be expected to 
have any lasting effects. And, 
conversely, if the proper steps are 
taken to bring our balance of pay- 
ments closer to equilbrium, the 
gold reserve situation will take 
care of itself whether we modify 
the requirements or leave them 
as they are. 

In the final analysis, there is 
no substitute for sound economic, 
credit and fiscal policies, well ad- 
ministered. All that gold reserve 
requirements may be expected to 
accomplish is to aid in the attain- 
ment of a sound currency. There 
must be support from the peowple 
and from their elected represen- 
tatives if sound money is to be 
maintained and inflation is to be 
avoided. END 
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Soon...Cheaper atomic 





General Electric Vallecitos Atomic Laboratory. Here, in California's Livermore Valley, U.S. Steel sponsors the first large-scale, pri- 
vately financed study of radiation effects on steel. Project will hasten the advent of low-cost atomic power. 


This G.E. technician adds a touch 
of glamour to the serious busi- 
ness of making a radiation count 
on foil samples removed from 
General Electric Test Reactor. 
She works in a mobile lab made 
available to the project. 














with @ss) Atom Age Steels 


)EFORE ATOMIC POWER can light our cities 
) or run our industries efficiently, the cost 

building and operating commercial atomic 
actors must be reduced. The two big prob- 
ms: high cost of nuclear fuel, and the need 
9 better and less costly materials of con- 
truction. 

Firsthand information on the effects of 
idiation on steel has not been easy to come 
y. The start-up of the General Electric Test 
teactor, near Pleasanton, California, and the 
Vestinghouse Testing Reactor near Pitts 
urgh has enabled U.S. Steel to launch the 
rst large-scale private investigation of irradi- 
ted steels. These explorations will be carried 
ut in private test reactors, wholly financed 
vith private capital. 


SELL. 


genarian ttte 


Today, U.S. Steel has scientists working 
full-time at Westinghouse and General Ele« 
tric Atomic Laboratories; extensive applied 
research in nuclear steels is also being carried 
on at U.S. Steel’s Monroeville Research 
Center. 

From these tests will come new and im 
proved atom age steels: stronger, more cor 
rosion-resistant steels, steels that will hasten 
the advent of commercial nuclear power 
The full effects of this vast U.S. Steel re 
search program may not be felt for two 
five, or even ten years. But, cheaper atomi 
power is on its way . . . because American 
industries like U.S. Steel are contributing 
to the research. United States Steel, 525 
William Penn Place, Pittsburgh 30, Pa 


USS is a registere 





Clayton McDole, U.S. Steel scientist (second from left) supervises the removal of irradiated foil samples 
from General Electric Test Reactor. Information obtained provided a solid flux data foundation for the 


irradiation research of special reactor steels. 

















INTERNATIONAL 


St. Lous 
195" 
CONSECUTIVE DIVIDEND 
Common Stock 
A quarterly dividend of 45¢ per 
share payable on January 1, 
1960 to stockholders of record 
at the close of business Decem- 
ber 11, 1959, was declared by 
the Board of Directors. 


ROBERT O. MONNIG 


Vice-President and Treasurer 


December 1, 1959 














THE ( 
V Vest Penn 


Electric Company 


(Incorporated) 


Quarterly Dividend 


on the 


COMMON STOCK 
40¢ PER SHARE 


Payable December 29, 1959 
Record December 11, 1959 
Declared December 2, 1959 





WEST PENN ELECTRIC SYSTEM 

Monongahela Power Company 

The Potomac Edison Company 
West Penn Power Company 
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An Expert Appraises 1960 
Outlook for the Automobile 
Industry 





(Continued from page 354) 


will try to make 250,000 Falcons. 

Hence, the Big Three makers 
have thus far been able to pro- 
duce a total of only about 125,000 
new compact cars, to meet the 
challenge of American Motors’ 
Rambler and Studebaker’s Lark. 
Rambler has had little trouble in 
boosting its output to over 8,500 
cars a week, over 50 per cent 
more than it was able to make 
and sell in the same period of 
1958. And Lark has been making 
and selling over 3,300 cars a week, 
over 10 per cent more than were 
being made in the corresponding 
period of 1958. 

Rambler and Lark have been 
handicapped only slightly by the 
steel shortages. Phis situation has 
come about partly through ag- 
gressive procurement policies 
practiced by these companies. An 
even more important factor, how- 
ever, was probably the reluctance 
of General Motors to pre-empt its 
normal requirements. 

If General Motors had sought 
to nail down all of the steel that 
it could get, in ways which it 
knows how to use, in the pre- 
strike period, it would have cre- 
ated two serious problems for 
itself. In the first place, increased 
shortages for American Motors 
and Studebaker would have re- 
sulted in criticisms from the lat- 
ter companies of the purchasing 
policies of General Motors. And 
second, General Motors, now fac- 
ing anti-trust charges, would 
have been criticized by the “anti- 
bigness” forces, for using its eco- 
nomic power to protect itself 
against shortages. 

This episode shows that there 
are sometimes severe disadvan- 
tages to being the largest pro- 
ducer in an industry. The largest 
company is usually the target of 
political attack, and it must there- 
fore refrain at certain times from 
following sharply competitive 
policies. 


The Cost to General Motors 


In any event, the fourth quar- 
ter has produced a topsy-turvy 
situation in the auto industry. 
From Nov. 1 to Dec. 14, General 
Motors, which normally accounts 
for nearly half of the industry 


total, will show production far be- 
low that of its two smallest com- 
petitors, American Motors and 
Studebaker - Packard, and also 
well below that of Ford Motors, 
its chief rival. 

For the month of December, 
General Motors will make only a 
little over 160,000 cars—less than 
one-half its normal total, and 
also well below its normal ratio 
of the industry’s output. The in- 
dustry total should be a subnor- 
mal 420,000, with General Motors 
accounting for only 36.5 per cent 
of the total, while Ford will get 
over 39 per cent, and American 
Motors over 8 per cent. 

In the first nine months of the 
year, General Motors reported net 
profit of $2.55 a share, a good 
gain over the $1.39 a share re- 
ported for the same period of 
1958. If the steel strike had not 
occurred, General Motors might 
have earned over $1 a share in 
the fourth quarter, and it might 
have paid an extra dividend for 
the first time since 1955. 

Now it appears that the GM 
net for the fourth quarter will 
not even equal the 47 cents a 
share reported for the third quar- 
ter, a changeover period in which 
volume is usually the lowest of 
the year. 

But General Motors could en- 
joy a very fine first half in 1960. 
The pre-strike sales performance 
showed that its new cars were 
well received by the public. Its 
dealers are greatly in need of 
inventories, and General Motors 
early next year will have to sched- 
ule the type of production build- 
up that normally takes place in 
the fourth quarter, when dealers 
are accustomed to accumulate 
inventories. 


Position of Ford 


Ford Motor Company should do 
extremely well, not only in the 
fourth quarter, but in the first 
and second quarters. The new 
Falcon and the newly restyled 
Ford cars appear to have enjoyed 
an excellent reception. The nine 
months’ earnings of $6.19 a share 
should be boosted to well over $8 
by the end of 1959. In the first 
nine months of last year, Ford 
made only 2 cents a share on the 
common stock. 

Ford is trimming its excess 
baggage, in a move for a higher 
profit margin. It has decided to 
scrap its medium priced Edsel, 
which has been an unsuccessful 
and costly entry ever since its 
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pany plant in Kenosha, and is in- 
vesting $14.5 million to boost 
Rambler body output by 35 per 
cent. This expansion will bring 
Rambler total output to well over 
the 600,000-unit-a-year level, dur- 
ing the latter half of 1960, when 
the 1961 models will be intro- 
duced. Since the Spring of 1958, 
Rambler capacity has been 
boosted from 250,000 a year, yet 
the expansion has been acom- 
plished at low cost. 

The new investments in facili- 
ties by Rambler mean that Mr. 
Romney feels that the market for 
compact cars will continue to 
grow, and he is placing himself 
in a position to get his share of 
the larger market. He has pre- 
dicted that compact cars will ac- 
count for over 2.2 million units 
in sales during 1960, of which 
Rambler will take over 500,000. 
In the 1957 model year, 99,200 
Ramblers were produced; in 1958, 
162,182 units, and in the 1959 
model year, 374,240. 

Thus far, the pricing policies 
pursued by the Big Three have 
actually strengthened Rambler’s 
position. American Motors re- 
duced its 1960 Rambler prices up 
to $40 below 1959 prices. With 
its 100 inch American, which ac- 
counts for 25 per cent of total 
Rambler Sales, it offers the low- 
est priced two door sedan of all 
American producers. Its 108 inch 
Rambler, however, sells above the 
prices quoted for Corvair, Falean 
and Valiant cars which have ap- 
proximately the same wheelbase. 
The discounts quoted by dealers 
on the Rambler cars, have kept 
them in a strong competitive po- 
sition, and this situation is likely 
to continue through the first half 
of 1959. 

It must not be assumed, how- 
ever, that the Big Three will 
continue to pursue present pric- 
ing policies on compact cars. Ford 
and Chrysler, for example, are 
extremely unhappy over the ag- 
gressive gains which Rambler is 
scoring; for when the Rambler 
share of the market rises, it 
means that the Big Three share 
is reduced. Before many months 
have passed, Rambler will have 
to face a more competitive mar- 
ket. This may require either price 
reductions, or more aid for deal- 
ers in the form of bonuses, extra 
discounts, etc. Such a trend would 
tend to cut Rambler’s profits per 
car; but as long as volume for 
Rambler holds above 400,000 a 


year, the profit reported by the 
company for the 1960 fiscal year 
will make a favorable comparison 
with the record-breaking 1959 
total. 


Comeback for Studebaker-Packard 


Studebaker-Packard, with over 
$20 million in net profit indicated 
for the 1959 calendar year, has 
enjoyed in 1959 a rise almost as 
mercurial as Rambler’s. The 
Studebaker Lark is a solid, sen- 
sible little car that is not likely 
to fall quickly out of favor with 
the public, although competition 
is undoubtedly going to be much 
more severe in the compact car 
field. The Lark line has been 
strengthened by the addition of a 
convertible and a larger line of 
station wagons. 

Studebaker-Packard’s net pro- 
fit for the first nine months of 
this year totaled $2.39 a share, 
compared with a deficit of $3.50 
a share for the same period of 
last year. 

The strong showing of all of 
the compact cars indicates that 
some of the larger automobiles 
will find it difficult to expand 
their markets in the future. In 
fact. some makes may sustain a 
dip in sales. But at this moment, 
it appears that the larger cars 
will still remain the backbone oz 
the business, accounting for at 
least 50 to 60 per cent of the 
total market over the next few 
years. An increase in the number 
of two-car families is expected, 
and many of these families will 
buy at least one compact car. 


In Conclusion 


The “Golden Sixties” may not 
bring the long anticipated boom 
in the automobile industry. But 
it appears that sales averaging 
about 6.5 million cars and over 1 
million trucks a year may be ex- 
pected, with continuing economic 
stability. 

The most encouraging develop- 
ment this year has been the in- 
troduction of the compact cars. 
This means that Detroit is deter- 
mined to stop the inroads of the 
foreign economy cars. 

However, the imported cars 
have done rather well since the 
introduction of the new Amer- 
ican-made compact cars, possibly 
because of the shortage of Amer- 
ican cars resulting from the steel 
strike. But when American com- 
pact cars are in better supply, 
European made cars may find it 
difficult to make further gains, 


and some may even lose a portion 
of their present market. 


strike, 


The challenge from abroad will/80 day 
not be fully answered by Detroit,thas ha 


however, until inflation is stop- 
ped in this country, and until the 
American car producers are able 
to bring out new entries which 
will compete in the 90-inch wheel- 
base category with Volkswager, 
Renault, Fiat and other sma. 
European cars. These super-econ- 
omy cars will continue to have a 
strong American following. Only 
by reducing their manufacturinz 
costs will the American producers 
be able to recover this market of 
500,000 to 600,000 cars from th2 
Europeans. END 





Chastened Aluminum 





(Continued from page 361) 


a new, cheaper aluminum sheet 
termed building sheet. It wa: 
promptly followed by a competi 
tive product by the other pro 
ducers, priced about 8 cents : 
pound below the old list price 
for sheet. This meant lowe! 
prices for a sizable segment of 
the total sheet and plate market 
which comprises nearly half of 
all mill product shipments. The 
step was defended by the pro- 
ducers as necessary because of 
increasing imports of fabricated 
products from abroad priced be- 
low the domestic market, as well 
as for expanding aluminum use 
in the construction field, in 
which zinc galvanized _ sheets 
have had a preferred position. 
It was emphasized that prices 
for “specification” sheets, a 
higher, quality product, would re- 
main unchanged. 

The unexpected price reduc- 
tion aroused a storm of protest 
from the independent fabricators 
and caused considerable price 
confusion. They claimed their 
profit margins were seriously im- 
paired, and declared the big pro- 
ducers were flooding the market 
and hinted darkly at a squeeze in 
a highly competitive market that 
might trigger a price war. In any 
event, it’s been figured that in- 
itially the price cuts could reduce 
the industry’s gross income by 
some $40 million. 


No Real Steel Strike Benefits 


The aluminum industry re- 
ceived no benefit from the steel 
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strike, indeed, the reverse. The 
80 day cooling-off period thus far 
has hardly stimulated aluminum 
sales, as it may be many weeks 
before finished steel is again in 
adequate supply so that users of 
both metals can be satisfied. 
While it is unlikely there will be 
a strike in the industry because 
the unions are assured of a retro- 
active settlement to August 1 
wren terms are finally agreed to, 
it .s virtually certain that labor 
cots will be higher when a new 
co tract is signed. 


What Chances For Sought-After 
Price Hike? 


This all adds up to the vital 
need of the industry for a higher 
p) ice than 24.7 cents a pound for 
pig. They have a good case. Since 
the price was slashed 2 cents a 
pound in April, 1958 because of 
Russian sales abroad, which was 
followed by a similar cut in Can- 
ada and U. S., the producers have 
been able to regain only 0.7 cents. 
Thus, the present price does not 
take into account higher operat- 
ing costs that have followed the 
general inflationary trend of the 
economy the past year. Alumin- 
um is the only one of the four 
major non-ferrous metals—cop- 
per, zinc, and lead being the 
others—which has not benefitted 
from a price rise in 1959. 

But instituting and maintain- 
ing a price increase won’t be easy. 
\luminum sells abroad at about 
2214 cents a pound, or more than 
2 cents below the domestic price. 
Aluminium Ltd., the big Canadian 
producer, sells abroad as well as 
in the U. S. This company has 
shown no special inclination to 
go along on an advance in pri- 
mary metal prices. It wants to ex- 
pand its sales in this country to 
the independent fabricators, who 
are irate against the producers on 
the ground that they are com- 
peting against their own cus- 
tomers with their end products. 
Aluminium Ltd., primarily an in- 
got producer, is desperately 
nxious to expand its sales to 
abricators and is unlikely to 

ield on its main selling point of 
rice advantage. And unless Alu- 
ninium joins the domestic pro- 
lucers in a price hike, an increase 
s unlikely to get very far. 

Thus a price hike in U. S. ap- 
pears to hinge on a higher mar- 
ket in Europe. It would be futile 
DECEMBER 
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to expect any advantage from a 
higher price here if the market on 
the Continent did not advance as 
well. Imports of fabricated prod- 
ucts would zoom upwards from 
lower priced pigs and cheaper 
labor rates abroad. But however 
unfavorable the prospect is for 
maintaining a price increase, it 
seems likely that the attempt will 
be made following a definite set- 
tlement with the union on the 
new contract. 


Sales to Red China? 


Convincing proof of the anxie- 
ty of Aluminium Ltd. to expand 
sales at the risk of some popular 
disapproval is the recent decision 
of the company to sell 5000 tons, 
or about 1% of the company’s 
production to Communist China. 
The company expresses the hope 
it will make additional sales 
there. This directly reverses the 
previous policy of not selling to 
that country because of U.S. dis- 
approval. 

U. S. producers have thus far 
made no sales to Red China, but 
both Aleoa and Reynolds have 
made successful efforts in a bat- 
tle with Alcoa to obtain control 
of British Aluminium, largest 
distributor in the United King- 
dom. But Alcoa came right back 
by buying a 49% interest in Im- 
perial Aluminium, a U. K. fabri- 
cator and the same company will 
own 35% of a new Mexican pri- 
mary aluminum producing firm. 
Its smelter will have 22,000 tons 
capacity and will begin producing 
in 1962. Kaiser will have a 49% 
interest in an aluminum fabricat- 
ing firm in Argentina, to be in 
full production in 1961. 

Quite evidently, the foreign 
market looks good to the domes- 
tic producers. This is not surpris- 
ing. Per capita consumption of 
aluminum in U. S. is about 21 
pounds. Abroad, it’s about 6 
pounds in Western Europe and 1 
pound for the rest of the world. 
Major chance for expansion of 
use would seem to be outside of 
U. S. 


Looking Ahead 


This is not to indicate that alu- 
minum use in this country has 
reached a peak, and like copper, 
increased consumption may be 
geared more nearly to population 
growth. Aluminum plans raids on 


the sales fields of other metals 
and feels as confident of the same 
sort of success it attained in dis- 
placing copper in the high ten- 
sion electric transmission field. In 
line with this endeavor, some in- 
teresting gains have been made. 
In the automobile industry alu- 
minum is seeking to triple its use 
from 50 pounds per car to 150 
pounds. 

An entry into this market has 
already been made by hot alu- 
minum deliveries to nearby auto 
plants. Thus Reynolds has begun 
delivery under a long-term con- 
tract to Ford’s new casting plant 
at Listerhill, and similar deliver- 
ies to General Motor’s Chevrolet 
division adjacent to the Massena 
plant. 

Earlier in the year the South- 
ern Railroad placed a $15 million 
order for 1200 freight cars made 
largely of aluminum. Southern’s 
president declared that this rep- 
resented the first large order for 
aluminum rolling stock and add- 
ed his opinion that it should mark 
a worthwhile break-through for 
aluminum in freight car construc- 
tion. 

Only recently Libby McNeill & 
Libby announced it would pack- 
age its 1959-60 pack of frozen 
orange juice in aluminum con- 
tainers instead of the convention- 
al tin cans. This represents the 
second major breakthrough, the 
first being aluminum cans for 
packaging motor oil. 

Breweries have also joined in 
the parade, with three companies 
now using aluminum containers, 
and on the West Coast sardines 
are being packed in the light 
metal. Considerable savings re- 
sult from reduced transportation 
charges which must be paid by 
the packer. In the construction 
field, aluminum for curtain walls 
is fighting a battle with stainless 
steel. 


The Investor 


There is no gainsaying the bril- 
liant future ahead for aluminum, 
which can confidently foresee a 
greater rate of growth than for 
any other non-ferrous metal. The 
investor however, confronted 
with price-earnings ratios for the 
aluminum stocks of 35-40 to 1, 
may well pause to consider if 
present market prices have not 


discounted the future too much 
and too soon. END 
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Stepped-Up Antitrust Action 
For 1960? 





(Continued from page 345) 


The proposed merger of Sharon 
Steel and Pittsburgh Steel was 
abandoned quickly, although such 
a consolidation of medium sized 
producers would conceivably re- 
sult in their ability to compete 
more effectively against major 
units with lower production costs. 
There are a dozen or more smaller 
steel companies, with capacity of 
less than 2 million tons of ingots 
a year, which face financing 
problems in connection with 
modernization and improvements 
of plants. If these producers 
could merge, they would be able 
to carry out their modernization 
plans more effectively. Yet the 
enforcement of the law is an 
effective roadblock to such deals. 

Similarly, the proposed Texaco- 
Superior Oil deal was quickly 
shelved. Several other merger 
transactions have been proposed 
only to be quietly dropped. 

But many mergers continue 
to be consummated. These fall 
into several classes: mergers 
of companies in different indus- 
tries ,to achieve greater diversifi- 
cation; ®vertical mergers aimed 
at achieving greater integration; 
mand mergers in which compa- 
nies absorb non-competing units 
in various sections of the country, 
to achieve broad geographic di- 
versification. 

The geographical type of 
merger is exemplified by the 
acquisition by large cement com- 
panies of smaller units operating 
in areas where the parent com- 
panies have not been represented. 
Thus Ideal, a Western producer, 
recently acquired a cement unit 
in Tennessee. Because cement, a 


heavy product, cannot be shipped 
economically for long distances, 
cement companies attemping to 
serve the national market must 
have plants in strategic loca- 
tions. These mergers once con- 
summated, have not been con- 
tested by the Department of 
Justice. 

In the paper industry, many 
mergers in recent years have been 
aimed at greater integration and 
diversification of product. Makers 
of kraft paper have acquired 
paperboard box companies, with 
a view to broadening the market 
for their kraft paper. Similar, 
paper companies have bought 
lumber companies, in a vertical 
integration move designed to as- 
sure an adequate supply of raw 
materials. 

Few of these moves have been 
challenged, because in the main 
they do not result in any reduc- 
tion in competition. And the 
Clayton Act is primarily aimed 
at preventing any mergers or 
acquisitions which will reduce 
competition. 

But where one paper company 
—Crown Zellerbach— attempted 
recently to acquire another paper 
company operating in Crown’s 
own area in California, this step 
was promptly questioned. 

Over the next few months, 
the antitrust division and the 
Federal Trade Commission, which 
often operates in the same area, 
will be watching industry’s price 
moves particularly closely. With 
wage costs rising, industry may 
in some cases try to pass these 
costs along to the consumer. The 
action against the tire companies 
for allegedly fixing prices—fol- 
lowing boosts in costs of labor 
and materials-shows what FTC 
may do in other fields where one 
market leader raises prices and 
other producers fall in line. It 
is difficult under such cases, how- 
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ever to prove collusive policies. 

Price discrimination, too, is a 
likely field of increased activity 
for the Federal Trade Commission. 
The Robinson-Patman Act con- 
tains a provision permitting 
companies which sustain injuries 
as a result of price discrimina- 
tion to bring triple damage suits 
against the offending company. 
If the FTC uncovers any viola- 
tions in this area, suits running 
into the millions of dollars will 
be brought by private corpora- 
tions. Many such suits have 
already been brought, and large 
settlements have been obtained. 

The antitrust laws help to 
maintain business competition as 
a fair and equal contest. In some 
cases, however, the fear of anti- 
trust action held by some large 
corporations has been so great 
that it has made it possible for 
small competitors to enjoy ad- 
vantages which they would not 
normally achieve. 

During the last year, the Anti- 
trust division has won several 
important cases in the courts. It 
has also obtained consent decrees 
in a wide variety of antitrust 
actions. 

Among the consent decrees 
reached since Jan. 1, 1959 were 
those involving a distributor 
and nine retailers of General 
Electric’s major appliances in 
the Toledo Area; three concrete 
pipe manufacturers; five im- 
porters of Japanese wire nails; 
True Temper Corporation, golf 
club shafts; Gemex Corp., watch 
bands; Ciba Company and others, 
dyestuffs ; Standard Oil Company 
of California and other oil pro- 
ducts; six frozen food distribu- 
tors; retail hardware dealers, 
Long Island; Retail Floor Cover- 
ing Association, Philadelphia; 
five plumbing supply companies, 
San Diego, Cal.; Northern Pacific 
Railway; and several makers of 
plastering machines. 


The Badly Needed Antitrust 
Labor Law 

So much for Government anti- 
trust action. But what about 
monopolistic labor that is killing 
small business and upsetting our 
entire economy? 

It is unfortunate that the Anti- 
trust Division as yet is not armed 
with laws through which it could 
prosecute union monopolies which 
impose inflationary and uneco- 
nomic settlements through the 
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use of unlimited power interlock- 
ing interests. Such a law is badly 
needed, to curb industry-wide 
strikes called by these powerful 
union leaders, and to restore some 
measure of control over costs to 
our citizens. 

Thus far, the only monopolies 
volving unions in which the 
}ustice Department has been able 

to bring action are those in which 
unions have conspired with trade 
sociations or with employers, 
restrain interstate commerce, 
by stabilizing prices in certain 

‘eas. But that is infinitesimal 
mpared with the overwhelming 
ywer that labor unions now have 
) force their will on the people 
f this country whenever it suits 
1eir purpose, upsetting the econ- 

~my from one end of the country 

‘9 the other and interfering with 
ir lives and the conduct of our 
fairs. 

The people of the United States 
ave not elected the union leaders 

‘0 office, and should not be subject 

) their whims in a democracy 
ke ours. 

There is no question but that 
ongress is going to be called 
pon by the citizens of this coun- 
ry to take the action necessary 

(o limit the power of union leader- 
hip to its proper proportions. 
We would not tolerate such abuses 
” supreme power from any cor- 
poration executive or group of 
executives. END 





Our Answer to Subscribers 
Inquiring on Homestake 
Mining Company 





(Continued from page 364) 
down trend despite increasing ef- 
ficiencies, better grade and higher 
output, it was obvious that the 

ompany was running more than 
twice as fast but was still falling 

vehind in the race. 

As underground workings, 
which now total more than 200 
niles in length, increased, vertical 
development was extended well 
below the 5,000 foot level thereby 
raising costs significantly due to 
two-stage hoisting, the greater 
haulage distances involved and the 
necessity for more elaborate ven- 
tilating equipment. The extension 
of vertical development had an 
adverse effect on reserve figures 
as well. In many instances Home- 
stake, after a full year of produc- 
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tion, maintained or added to 
reserves by developing equal or 
more quantities of ore than the 
amounts extracted. But, with 
increased depth a higher grade 
material was required in order to 
be considered ore due to greater 
costs. Thus, reserves decreased 
from 20.5 million tons at the end 
of 1951 to 13 million tons by 1959. 


Diversification Moves 


In an attempt to beef up 
earnings potential, the company 
in 1953, made its first major 
diversification move by stepping 
into the fast moving uranium 
field. Acquisition and develop- 
ment of two small deposits in a 
region northeast of the Black 
Hills, and of three properties in 
the Big Indian area of eastern 
Utah was soon accomplished. By 
1955, uranium production ac- 
counted for 7% of total earnings; 
1956, 138%, and 15% of earnings 
last year. To secure a firmer 
position in the uranium industry, 
Homestake, in 1956, became a 
general partner in two partner- 
ships operating in the Ambrosia 
Lake area of New Mexico, where 
earlier drilling had outlined the 
largest reserve of uranium ore 
thus far known in the U. S. An 
approximate 25% interest is 
maintained in both the Home- 
stake-Sapin and Homestake-New 
Mexico partnerships. each of 
which holds contracts with the 
A.E.C. for the sale of uranium 
concentrates from two mills with 
combined daily capacity of 2,250 
tons. 

Costs in Capital 


Participation in the uranium 
ventures was accomplished via 
depletion of the company’s tra- 
ditionally strong working capital 
position and through outside fi- 
nancing. Excess of current assets 
over current liabilities declined 
from $14 million at the end of 
1952, to $6.1 million at the end 
of 1958. The present financial 
position however is still relatively 
strong with a current ratio of 
3.3 to 1. Moreover, of the $9 
million in current assets, $7.5 mil- 
lion is in cash and U. S. Govern- 
ments, with close to $1 million 
more in the form of bullion. 

The combined costs of bring- 
ing the two partnership opera- 
tions into production avproxi- 
mated $25 million. Of the $17 
million required by the Home- 


stake-Sapin project, $9.5 million 
was acquired via a bank loan 
with Homestake lending the $71 
million balance. The New Mexico 
partnership project required $8 
million and was obtained entirely 
via a Homestake loan. Thus, the 
company’s direct capital outlay 
for its 25% interest in the two 
ventures totalled $1514 million. 
In 1957, Homestake floated two 
bond issues totalling $12 million 
and thereby altered its long 
standing simple capitalization 
structure. 

A close examination of the 
A.E.C. contract terms reveals the 
profit potentials inherent in the 
two partnership projects. Over 
the five year contract period, 
1714 million pounds of uranium 
oxide, having a gross sale value 
of $127 million will be delivered. 
The one quarter interest accruing 
to the company after recouping 
its capital investment would al- 
most equal the gross revenues 
derived from gold sales during 
the past two years. Moreover, 
with assured uranium reserves 
in the Homestake-Sapin proper- 
ty alone, of close to double the 
total contract requirements, prof- 
its would increase significantly 
should the A.E.C. exercise its 
options for uranium purchases 
through 1966. 


The Prospects 

At this time. with U. S. gold 
outflows continuing at alarming 
rates, Homestake Mining takes 
on a measure of speculative at- 
traction. Wall Street’s famous 
“gold bugs.”’ those perennial bulls 
on bullion who have been vredict- 
ing an imminent hike in the gold 
price for many years, continue 
active, but the 6% decline in the 
index of 20 Canadian gold produc- 
ing companies indicates the un- 
certainties in the minds of the 


speculators on this point. The 
South African gold stocks, al- 
though heavily pushed in this 


country, have not stimulated the 
interest of smart money, not 
only because of the uncertainties 
regarding a near term increase in 
the price of gold, but because of 
the upheaval now in progress on 
the African continent. 

It is not difficult to see the 
attraction in Homestake should a 
price increase materialize. Based 
on 1958 production figures of 
560,000 ounces and assuming no 
change in costs, every $1 increase 














in the gold price would add 29¢ 
to the earnings of each of the 
2 million shares of Homestake 
stock currently outstanding. A 
$50 price for gold would of course 
provide sufficient incentive for 
an increased production rate. But 
all this is in the lap of the gods. 

With Homestake selling at 
around 42—and a 1959 price range 
between 4914-305, dividends of 
$2 per share, and a yield of 
4.7%, the stock does not offer 
special near term attraction, since 
the possibility of a rise in the 
price of gold to $50 a share is 
still in the realm of speculation. 
Homestake therefore represents 
an income producer with a specu- 
lative plus. END 





As | See It! 





(Continued from page 333) 


later, has a disciplinary effect. 
Mr. Reuther saw the handwriting 
on the wall, when Detroit was 
forced to lay off thousands of 
workers, due to the loss of its ex- 
port market, and the steady rise 
of imports. 

Mr. McDonald apparently still 
finds it easier to appeal to the 
union members’ emotions than to 
face the facts. A few investments 
by steel companies in overseas 
plants would help to bring him to 
his senses. Sooner or later, Mr. 
McDonald is going to feel the 
pressure of the rank and file for a 
sensible, non-inflationary con- 
tract, under these circumstances, 
and we only hope that in the 
meantime it will not work hard- 
ships on the workers of this 
country. END 





For Profit and Income 





(Continued from page 369) 
and supplies, is expanding in new 
products, including entry into 
electronics, and has well-defined 
sales growth. Its current-year 
earnings could reach $4.50 or 
more a share, a new peak, against 
$3.90 for the fiscal year ended last 
June 30. Dividends are at $1.50 
plus stock extras (5% last Sep- 
tember). Now 56, there is appar- 
en basis for further rise over a 
period of time. 


Aldens, Inc. 
If you want the leading mail- 
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order stocks (Sears, Roebuck and 
Montgomery Ward) you pay 
around 19 to 20 times earnings. 
The stock of the much smaller 
Aldens, which has had a fair 
profit record for many years, is 
selling around 13 times earnings 
at 46. Profit for the year ending 
January 31, 1960, should ap- 
proach a record $3.60 a share, up 
from the prior year’s $3.01 -on 
about 18% fewer outstanding 
shares. Over $4.00 seems possible 
in the 1960 fiscal year. The stock’s 
uptrend could well be extended. 





Market Outlook For Early 1960 





(Continued from page 335) 
charges of excessive profits attri- 
buted to manufacturers in sales 
of antibiotics and other wonder 
drugs—remains to be seen. 

What is disturbing to investors 
is the fact that these drug hear- 
ings should be pressed in an Elec- 
tion Year—in a period of uncer- 
tainty—and during an impasse 
between labor and industry. 

The coming issue, that of Jan- 
uary 2nd, 1960, will contain our 
Annual Reappraisal and Market 
Forecast for early 1960, and will 
offer suggestions as to the stocks 
to be retained and those that 
should be sold — what proportion 
of your funds should be held in 
cash or the equivalent — and sel- 
ected issues offering reasonable 
price-earnings ratios and income 
return commensurate with money 
rates to prevail. 

Monday, December 14 





Two Excellent Long-Established 
Companies in a New Phase 
of Growth 





(Continued from page 367) 


a highly successful system of mo- 
tion picture projection. The first 
film produced was the popular 
“Around the World in Eighty 
Days,” produced by the late 
Michael Todd. Then came “South 
Pacific” and Gershwin’s “Porgy 
and Bess,” which have played 
to large audiences. Decision of 
Twentieth Century-Fox to invest 
in Todd-AO convertible preferred 
stock was regarded as an indi- 
cation that the management con- 
sidered the Todd-AO system 
superior. 


Meeting Competition 


Aggressive promotion of activi- 
ties other than ophthalmic items 
is expected to accelerate sales 
growth in areas least vulnerable 
to foreign competition. Glasses 
and equipment used by opticians 
are believed to have accounted for 
about half of total volume in re- 
cent years. 

Research has led to introduc- 
tion of new products offering 
prospect of expansion in con- 
sumer markets. The company 
cites examples of recent product 
development in such items as a 
gold-line bifocal lens producing 
more pleasing visual effects; a 
new aspheric cataract lens series 
improving visual performance of 
these higher-power lenses; a new 
refractometer for measuring total 
solids in blood plasma and urine 
for rapid diagnosis by the medical 
profession and several new de- 
signs of plasmic camera lenses 
which give superior performance. 

A comparatively new develop- 
ment that is believed to have con- 
siderable potential is a new type 
of rear view mirror being tested 
by the automotive industry. It is 
reported to represent an adapta- 
tion of a periscope devised for jet 
plane pilots, consisting of a lens 
built into the roof of a motor car. 
From this vantage point the view 
of a roadway in the rear is passed 
forward in the car and reflected 
to the driver’s own mirror to pro- 
vide a more comprehensive pic- 
ture of traffic conditions. 

Prospects for growth in oph- 
thalmic lines are considered es- 
pecially promising in reflecting 
population growth and rapidly 
increasing emphasis on prescrip- 
tion of glasses for children whose 
vision is found defective. In ear- 
lier years, youngsters’ need for 
such care often had been neg- 
lected. Development of products 
fulfilling military requirements 
also opens an expanding market. 


Both companies discussed here 
have gained a strong foothold in 
the specialized ophthalmic and 
optical phases of the glass indus- 
try which appear to hold promise 
of steady expansion. But, in the 
light of the advanced stage of the 
general market, we believe these 
shares will be available for pur- 
chase at lower levels, in view of 
the expected tightening in money 
rates. END 
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Hope for South Africa 


By ALAN PATON 


The problems facing South Africa 
have become a byword for all that is 
hopeless and intractable. What possible 
good can come to a country split into 
so many apparently irreconcilable 
groups—British, Afrikaans, Colored, 
African and Indian? 

Yet South Africa is one of the great 
countries of the world, as rich in its 
spiritual as in its material resources. 

The author of this book is one of 
South Africa’s leading citizens, enjoy- 
ing a world-wide reputation as a great 
novelist and a great humanist. 

Here he sets forth his political phi- 
losophy, which is the very reverse of a 
philosophy of despair. He looks at the 
future through the lens of past and 
present, and see hope ahead. He is not 
oversanguine; he provides no blueprint 
for racial reconciliation and harmony. 
But he shows clearly and firmly how, 
given a modicum of good will, all the 
formidable obstacles that seem to loom 
so large can be overcome. 

It is a book to be read by everyone 
interested in South Africa’s future and 
in the problem of interracial tension, 
even—if not most of all—by Mr. 
Paton’s most forthright political oppo- 
nents. 


Praeger $6.00 


The American Heritage 
Book of the Pioneer Spirit 


In the nearly 500 years since Colum- 
bus discovered the New World, the 
people who came here have developed 
a peculiarly American national trait— 
the pioneer spirit. Or so our orators 
and oracles tell us. 

But do we have such a birthright? 
Were those who won and built this 
nation mere adventurers, made heroic 
by a raw and lucky land? Or did they 
engender and hand on to us a true 
pioneering spirit we can rely upon to- 
day? The Pioneer Spirit is a fascinat- 
ing and magnificently illustrated 
volume that examines the validity of 
this special quality through the lives 
of the men and women who personify 
it. 

More than 480 pictures—150 in full 
color—plus 150,000 words of narrative 
tell the story of the villains and heroes, 
square pegs and round who helped to 
shape our national character. Contem- 
porary portraits and paintings, crude 
pioneer drawings, photographs, and 
rare early maps illumine nearly every 
page. In addition three colorful 16- 
page picture portfolios are included: 
the early, often distorted European 
view of America; the pioneer’s idea of 
the land between the Atlantic and Mis- 
sissippi; and the old Wild West. Hun- 
dreds of sources in the United States 
and Europe were consulted in order to 
obtain the finest and most significant 
illustrations. 

The Pioneer Spirit was produced by 
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the Editors of AMERICAN HERITAGE, 
The Magazine of History. It is an 
original work, cover to cover, not a 
compilation of material previously pub- 
lished in the magazine. Four first-rank 
authors tell the story: the distinguish- 
ed historian Allan Nevins set the stage 
for each of the eleven chapters with an 
anecdote-filled history of the period. 
Alvin M. Josephy, Jr., Peter Lyon, and 
Francis Russell go on to examine the 
nature and achievement of the ex- 
traordinary people who built our na- 
tion. Under the direction of Richard 
M. Ketchum, Associate Editor of 
AMERICAN HERITAGE and head of the 
company’s Book Division, ten research- 
ers and historians supplied the factual 
background for the book. Among their 
findings is a fascinating assemblage of 
old diaries, journals, letters and other 
documents which are included in a 
fourth 16-page portfolio, entitled “The 
Promised Land.” A complete Index en- 
hances the value of The Pioneer Spirit 
as a reference work. 

Here is a book to browse in, a col- 
lection of true adventure stories; and 
here too is a definitive, illustrated ac- 
count of Americans’ unremitting push 
to discover themselves. Their stories 
are moving, often unintentionally fun- 
ny, filled with the miscalculations and 
triumphs of people who energetically 
accepted challenge and faced the future 
with optimism. This is a book for every 
inheritor and hopeful perpetuator of 
the pioneer spirit. 


Simon and Schuster $12.95 


War Memoirs of Charles de Gaulle 
Unity 1942-1944 


“For me it was no longer to be a 
question of sending a few troops into 
battle, rousing the allegiance of an oc- 
casional strip of territory, singing to 
France the ballad of her greatness. It 
was the entire French people, as it 
stood, that I would have to rally around 
me Against the enemy, despite the 
Allies, regardless of terrible dissen- 
sions, I would have to constitute around 
myself the unity of lacerated France.” 

Thus Charles de Gaulle, the man who 
has twice saved his country, introduces 
the theme of this, his powerful and 
moving account of the central exper- 
ience of his life. 

The drama begins during the third 
spring of World War II, when, “with 
the huge resources of the United States 
transformed into means of battle,” the 
tide turned, “everything inclined the 
Allies to strike rather than to endure 
. . . and an operation of major scope 
was under way in the West.” 

“I_ saw this enterprise take shape,” 
De Gaulle writes. “Quite alone among 
my well-buttressed associates, quite 
poor among the rich ... ”What he saw, 
too, with overwhelming force, was that 
for his country—nominally governed by 
the hated men of Vichy under the total 
domination of the German invader, and 
wooed by the Communists, who, since 


Hitler’s attack on Russia, had pro- 
claimed themselves the champions of 
France—it was not enough that the 
enemy should be expelled; France’s 
future demanded that she emerge from 
the war an active belligerent, unsub- 
verted, reunited around a single cen- 
tral authority. 

De Gaulle, already accepted by the 
French resistance as the head and sym- 
bol of Free France ,took upon himself 
the task of unifying and leading the 
nation, representing her in high coun- 
cils, maintaining her as an honorable 
and equal partner in the Allied cause. 
And this against the bitter opposition 
of the Allied leaders, who would not ac- 
cept and could not ignore him. 

“You claim to be France!” Churchill 
thunders in one of the consistently 
stormy encounters between the two 
men. “You are not France! I do not 
recognize you as France .. .” 

“Then why,” De Gaulle interrupts, 
“and with what right are you dealing 
with me concerning her world-wide 
interests? .. .” 

And Roosevelt (“beneath his patri- 
cian mask of courtesy he regarded me 
without benevolence”) is vividly por- 
trayed in De Gaulle’s account of pri- 
vate meetings with the President— 
meetings which have the atmosphere 
of a duel, between two great adversa- 
ries who, respecting but instinctively 
distrusting each other, knew that they 
could never come to a real understand- 
ing. 

Also through these memories runs 
the drama of De Gaulle’s tense en- 
counters with General Giraud, the 
“nonpolitical” soldier whom the Allied 
chiefs, suspecting De Gaulle of vast 
personal ambition, tried in vain to con- 
stitute the leader of the French cause. 

Unity tells how De Gaulle accom- 
plishes the task he set for himself, 
moving inexorably past all obstacles 
until, with the landing of the Allied 
armies in Normandy, he sets foot at 
last on French soil and, finally, in 
liberated Paris. 

The magnificent sweep of De Gaulle’s 
narrative, his incisive comments about 
such men as Roosevelt, Churchill, Eden, 
Macmillan, Pope Pius, Cardinal (then 
Archbishop) Spellman, Eisenhower, 
Willkie, Hull, Forrestal, Darlan, Pe- 
tain, Laval, Giraud, Smuts, Benes, his 
stirring accounts of the men of the 
French resistance, his precise under- 
standing of his own personality and of 
the image he presents to the world 
make this book as fascinating as it is 
important, both as a work of history, 
and as a revelation of the enigmatic 
man who is one of the heroes and 
leaders of our time. 

It is written with a brilliance and 
strength that must assure it a place 
among the handful of classic works by 
great men who have been both the 
makers and the recorders of the great 
events of history. 


Simon and Schuster $6.00 
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xxx: 


A First Step in Your Program for a 


PROFITABLE 1960 


(Important...To Investors With $50,000 or More!) 
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RY this experiment! Imagine that all your securities were sold yesterday. 
Today you have nothing but their cash value. 


Then ask yourself, “Should I repurchase my former holdings as offering the most 
outstanding prospects for safety, income, profit—or could all or part of my 
funds be used more profitably in the coming years? Should I invest my 


cash now?” 


Some investors who test their lists honestly find that they are holding securities 
for unsound reasons: (1) because they dislike to take losses even in weak 
issues; (2) because they like to see issues on their list which show a profit, 
even though the future has been discounted; (3) because they are sentimentally 
attached to inherited securities, or shares of a company for which they work; 
(4) because they feel that they might have difficulty in deciding upon a re- 
placement; (5) because they are worried about taxes resulting from security 
changes; (6) procrastination. 


Today there is no need to hold unfavorable investments which may be retarded 
in 1960, or those where dividends are too low or in doubt. Selected issues are 
available which offer a substantial income, a good degree of security and pro- 
mising growth prospects if your purchases are strategically timed. 


As a first step toward increasing and protecting your income and capital in 1960 
we suggest that you get the facts on the most complete, personal investment 
supervisory service available today. 


Investment Management Service can be of exceptional benefit to you in the new 
year...for while there will be a leveling off (or even recession) in some fields, 
others will show sustained strength. The year ahead may witness amazing scien- 
tific achievements, industrial advancement—and investment opportunities — of 
which we can help you to take advantage. 


Full information on Investment Management Service is yours for the asking. 
Our rates are based on the present value of securities and cash to be super- 
vised—so if you will let us know the present worth of your account—or send 
us a list of your holdings for evaluation—we shall be glad to quote an exact 
annual fee...and to answer any questions as to how our counsel can help you 


to attain your objectives. 


INVESTMENT MANAGEMENT SERVICE 
A division of THe Macazine or WALL Street. A background of 52 years of service. 


120 WALL STREET NEW YORK 5, N. Y. 








ELECTRONIC 





RCA Electronics introduces the tube of tomorrow 


Called the Nuvistor, this thimble-size electron tube velopmental models now being tried out by de- 
is likely to start a revolution in electronics. RCA signers will have a profound effect on the size, 
engineers scrapped old ideas—took a fresh look at appearance, and performance of electronic equip- 
tube design. The result will be tubes that are far ment for entertainment, communications, defense, 
smaller, perform more efficiently, use less power, and industry in the future. It is another example of 
can take more punishment, are more reliable. De- the way RCA is constantly advancing in electronics. 
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